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Common Stock and Related Matters

There is no established public trading market for the common stock of West Pointe Bancorp,
Inc. (“West Pointe” ). Accordingly, there is no comprehensive record of trades or the prices of any
such trades. The following table reflects sales prices for West Pointe’s common stock to the extent
such information is available to management of West Pointe, and the dividends declared with
respect thereto during the past three years.

Cash
High Low Dividends

2002
First Quarter $32.25 $27.05 $.10
Second Quarter _ 33.50 32.25 .10
Third Quarter 34.75 33.50 12
Fourth Quarter 35.75 34.75 12
2001 .
First Quarter $27.50 $27.50 $.09
Second Quarter 27.50 27.50 .09
Third Quarter 30.25 27.50 .09
Fourth Quarter 31.00 30.25 .09
2000
First Quarter $27.00 $27.00 $.09
Second Quarter 27.00 27.00 .09
Third Quarter ' 27.00 27.00 .09
Fourth Quarter 27.50 27.50 .09

During the second quarter of 2001, West Pointe’s Board of Directors authorized a two-for-one
stock. split effected in the form of a 100% stock dividend. The stock dividend was distributed on
July 2, 2001 to shareholders of record as of June 14, 2001. Common stock prices and cash
dividends paid, as set forth in the above table, have been adjusted to reflect that transaction on a
retroactive basis.

The stockholders of West Pointe’s common stock are entitled to dividends when, as and if
declared by the Board of Directors, subject to the restrictions imposed by law. The Federal
Reserve Board {“FRB”) generally prohibits a bank holding company from declaring or paying a
cash dividend that would impose undue pressure on the capital of subsidiary banks or would be
funded only through borrowing or other arrangements that might adversely affect a bank holding
company'’s financial position. The FRB’s policy is that a bank holding company should not initiate
or continue cash dividends on its common stock unless its net income is sufficient to fully fund
each dividend and its prospective rate of earnings retention appears consistent with its capital
needs, asset quality and overall financial condition. A bank holding company is expected to act as
a source of financial strength for each of its subsidiary banks and to commit resources to support
its banks in circumstances when it might not do so in the absence of such policy. There are no
contractual restrictions that currently limit West Pointe’s ability to pay dividends or that West
Pointe reasonably believes are likely to limit materially the future payment of dividends on West
Pointe’s common stock.

As of March 3, 2003, West Pointe had 604 registered stockholders of record for its common
stock.
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Message To Our Shareholders

To Our Shareholders,

We are pleased to present the financial results
for 2002 reflecting, among other things, record earn-
ings for the second consecutive year. West Pointe’s
2002 performance underscores our continuing focus
on increasing revenue while controlling costs. Our
plan for 2003 includes efforts to improve perform-
ance levels in order to further enhance shareholder
value. Following your review of the Annual Report,
we believe you will agree that financially, 2002 was
our most successful year to date.

We exceeded our objectives for 2002. In today’s
increasingly competitive financial services industry,
meeting expectations is no longer sufficient; we
must exceed them. We believe that the key to
exceeding expectations is to have a focused strategy,
one that everyone within the organization under-
stands. For West Pointe, this strategy includes main-
tenance of our image as a premier community
banking organization within Scuthern Illinois and
the St. Louis Metropolitan area, growing the corpo-
ration and continued improvement of financial
performance.

Our highly experienced and competent senior
officers, supported by a professional team of well-
trained and highly motivated associates, accepted
the challenges that faced them and excelled. Con-
tinuing to exceed expectations will require a con-
certed effort by our entire staff. While we often say
that West Pointe’s highest priorities must be achiev-
ing or exceeding financial results and improving
shareholder value, we are mindful that the efforts of
our people determine the ultimate success of our
organization. Qur commitment to building and
maintaining an organization that supports all its
stakeholders: shareholders, employees, customers,
business associates and communities served, contin-
ues to be of paramount importance.

Our largest challenge throughout the past
couple of years has been that of managing the net
interest margin, which is the difference between
rates earned on earning assets and rates paid on
interest bearing liabilities, in particular, interest
bearing deposits. With twelve rate reductions by the
Federal Reserve Bank during the past two years, this
challenge was significant. While rates in 2002
reached extremely low levels, we continued efforts
to price our products competitively in an equitable

manner, while managing and increasing the net
interest margin.

Corporate governance continues to garner a
great deal of attention in the national press. West
Pointe believes that it has strong corporate govern-
ance with six independent directors who participate
in the audit, nominating, trust, loan and compensa-
tion committees. Our strong board of directors cou-
pled with our entire management team and
competent staff, improved systems and sound com-
pany policies, provided a solid framework necessary
to satisfy all regulators and to meet the needs of all
of our stakeholders.

We are proud of the supportive role West Pointe
plays in the communities we serve. Through our
contributions and employee involvement, we are
investing time and dollars into making our commu-
nities better places to live and work. We remain
committed to recruiting the right individuals to join
and remain with the West Pointe family and to
equip those selected with the training they need to
serve our customers. These elements allow us to
achieve success in the retail banking environment
as we continue to exceed our customers and com-
munities expectations.

We believe that West Pointe is firmly posi-
tioned to meet and respond to the challenges of the
future. We will continue our efforts to maximize
profitability, strengthen our presence in the market
place and to reinvest in our communities.

We look forward to, and remain optimistic
about the challenges that lie ahead. On behalf of the
Board of Directors of West Pointe Bancorp, Inc. and
the management and staff of West Pointe Bank And
Trust Company, we extend our sincere appreciation
to you, our shareholders, for your continued support
and loyalty. We hope you are pleased with West
Pointe’s results for 2002 as we look forward to
continued growth and the opportunities ahead in
2003 and beyond.

With kindest personal regards,

@7@ Phasatdl_ % /r,s@aﬁw

Chairman of the
Board

President and
Chief Executive
Officer




Selected Consolidated Financial Information

The following Selected Consolidated Financial Information for West Pointe Bancorp, Inc.
should be read in conjunction with the Consolidated Financial Statements and the accompanying
Notes to Consolidated Financial Statements and with Management’s Discussion and Analysis of
Financial Condition and Results of Operations, provided herein. The Selected Consolidated
Financial Information as of and for each of the five years ended December 31, 2002 is primarily
derived from the audited financial statements. Certain information presented reflects, on a
retroactive basis, the two-for-one stock split effected in the form of a 100% stock dividend
distributed on July 2, 2001 to shareholders of record as of June 14, 2001.

AS OF AND FOR THE YEAR ENDED DECEMBER 31,

2002 2001 2000 1999 1998

SUMMARY OF OPERATIONS
Interest and fee income $ 22,055,046 $ 24,030,281 $ 23,545,625 $ 19,219,917 $ 15,641,934
Interest expense 9,168,905 13,643,178 14,815,435 10,876,712 &,796,864
Net interest income 12,886,141 10,387,103 8,730,190 8,343,205 6,845,070
Provision for loan losses 600,000 630,000 1,321,000 1,017,870 646,623
Net interest income after provision for

loan losses 12,286,141 9,757,103 7,409,190 7,325,335 6,198,447
Noninterest income 4,166,842 3,681,537 2,382,176 2,057,513 1,786,052
Noninterest expense 11,239,150 9,822,244 8,362,719 6,939,073 5,802,368
Net income 3,773,433 2,709,296 1,530,447 2,089,675 1,692,481
PER SHARE DATA
Earnings:

Basic $ 387 $ 276  § 1.56 % 225 % 1.91

Diluted 3.79 2.73 1.55 2.23 1.91
Dividends declared .44 .36 .34 .33 .30
Book value $ 2918 §$ 23.78 § 2075  $ 17.22 8§ 17.74
Weighted average shares outstanding:

Basic 974,424 980,513 979,880 929,223 884,824

Diluted 994,402 992,183 987,282 935,221 885,362
SELECTED ACTUAL YEAR END

BALANCES
Total assets $411,818,589 $366,713,993  $341,055,543 $311,754,405  $250,582,295
Loans 221,581,298 200,403,739 189,424,671 174,192,437 140,582,015
Allowance for loan losses 2,409,446 2,224,352 1,769,693 1,687,021 1,342,000
Investment securities 146,751,455 128,728,724 118,868,615 108,625,911 83,526,358
Deposits 350,989,837 322,100,723 301,779,121 279,142,315 223,287,096
Borrowings 28,229,378 18,724,629 16,495,816 13,775,700 9,959,702
Stockholders’ equity 28,539,703 23,387,722 20,460,278 16,980,222 15,707,510
SELECTED AVERAGE BALANCES
Assets $386,756,592  $355,436,082 $327,686,423 $278,358,989  $214,117,251
Deposits 332,575,791 312,201,804 290,657,993 247,584,963 191,165,856
Stockholders’ equity 25,944,619 22,460,275 18,022,919 16,504,164 14,673,436
FINANCIAL RATIOS
Return on average assets 98% .76% 47% .75% .79%
Return on average equity 14.54 12.06 8.49 12.66 11.53
Average equity to average assets 6.71 6.32 5.50 5.93 6.85
Dividend payout ratio 11.37 13.04 21.79 14.67 15.71



Management’s Discussion and Analysis of Financial
Condition and Results of Operations

INTRODUCTION

The primary business of West Pointe Bancorp, Inc. and its sole subsidiary (“West Pointe” or
the “Company”) consists of providing a diversified range of financial services in the communities
in which it operates including consumer and commercial lending, retail banking and other
ancillary financial services traditionally offered by full-service financial institutions. Additional
services offered include mortgage origination and servicing, investment management and trust
services, the issuance of debit cards, full-service brokerage and the sale of annuities. West Pointe
operates from five banking locations and twenty-nine automated teller machines located in
St. Clair, Madison and Monroe counties in Illinois.

The following provides a narrative discussion and analysis of the major trends affecting West
Pointe’s results of operations, financial condition, asset quality, and capital resources and
asset/liability management during the three-year period ended December 31, 2002. Throughout
this discussion, certain prior year amounts have been reclassified to conform to the current year
presentation. This discussion should be read in conjunction with the Consolidated Financial
Statements of West Pointe and the accompanying Notes to Consolidated Financial Statements,
which are included elsewhere in this report.

FORWARD-LOOKING STATEMENTS

Management’s discussion and analysis of financial condition and results of operations
contains certain forward-looking statements with respect to the financial condition, results of
operations and business of West Pointe. These forward-looking statements are not based on
historical information, but rather are based on assumptions and describe future plans, strategies,
projections and expectations of West Pointe and are generally identified by use of the terms
“believe”, “expect”, “intend”, “anticipate”, “estimate”’, “project”’, or similar words. West Pointe’s
ability to predict results or the actual effect of future plans or strategies is uncertain. Factors
which could have a material adverse effect on West Pointe’s operations include, but are not
limited to, changes in interest rates, general economic conditions, legislative/regulatory changes,
monetary and fiscal policies of the U.S. Government, including policies of the U.S. Treasury and
the Board of Governors of the Federal Reserve System, the quality or composition of the loan or
investment portfolios, demand for loan products, deposit flows, competition, demand for financial
services in West Pointe’s market areas and accounting principles and guidelines. Additionally,
the policies of the State of Illinois Office of Banks and Real Estate, the Financial Accounting
Standards Board and the Securities and Exchange Commission could cause actual results to differ
from those currently anticipated. All of these uncertainties, as well as others, are present in a
banking operation and stockholders are cautioned that management’s view of the future on which
it prices its products, evaluates collateral, sets loan reserves and estimates costs of operation and
regulation may prove to be other than as anticipated. West Pointe assumes no obligation to update
any forward-looking statements that are made from time to time.

FINANCIAL OVERVIEW

Net income for the year ended December 31, 2002, was $3.773,433 compared with $2,709,296
for the year ended December 31, 2001, and $1,530,447 for the year ended December 31, 2000,
representing a 39.3% increase in net income for 2002 as compared to 2001 and a 77.0% increase for
2001 compared to 2000. Return on average assets was .98% for the year ended December 31, 2002,
.76% for the year ended December 31, 2001 and .47% for the year ended December 31, 2000.
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Return on average equity was 14.54% for the year ended December 31, 2002, 12.06% for the year
ended December 31, 2001 and 8.49% for the year ended December 31, 2000. Basic net income per
share for the year ended December 31, 2002 increased to $3.87 per share from $2.76 for the year
ended December 31, 2001 and $1.56 for the year ended December 31, 2000. Diluted net income per
share for the year ended December 31, 2002 increased to $3.79 per share from $2.73 for the year
ended December 31, 2001 and $1.55 for the year ended December 31, 2000.

The increase in net income for the year ended December 31, 2002 compared to the year ended
December 31, 2001 was primarily the result of increases in net interest income and noninterest
income, coupled with a modest reduction in the provision for loan losses. These items were
partially offset by increases in noninterest expenses and income tax expense. During 2002,
management of West Pointe continued its resolve to increase the Company’s net interest margin
and increase sources of noninterest income. Among others, West Pointe achieved both of these
objectives. The increase in net income for the year ended December 31, 2001 compared to the
year ended December 31, 2000 was primarily the result of increases in net interest income and
noninterest income, coupled with a substantial reduction in the provision for loan losses. These
items were partially offset by increases in noninterest expenses and income tax expense. During
the year ended December 31, 2000, management’s assessment of the loan portfolio resulted in an
additional provision for loan losses ta cover $864,000 of charge-offs associated with loans to two
commercial borrowers. The loans to these commercial borrowers were made during the normal
course of business.

At December 31, 2002, West Pointe reported total assets of $411,818,589, an increase of 12.3%
from $366,713,993 at December 31, 2001. This increase resulted primarily from internal growth in
the volume of loans and investment securities. These increases were funded by an increase in
deposits, as well as an increase in securities sold under agreements to repurchase.

RESULTS OF OPERATIONS
Net Interest Income

Net interest income is comprised of interest income and loan-related fees less interest
expense. Net interest income is affected by a number of factors including the level, pricing, mix
and maturity of earning assets and interest bearing liabilities; interest rate fluctuations; and asset
quality. Net interest income as presented below is on a “‘tax-equivalent” basis, which adjusts tax-
exempt income to an amount that would yield the same after-tax income had the income been
subject to taxation at the federal statutory rate, currently 34% for West Pointe.

Net interest income for the year ended December 31, 2002, was $13,536,188 compared to
$10,812,931 for the year ended December 31, 2001, an increase of 25.2%. Net interest income for
the year ended December 31, 2000, was $9,202,174. In 2000, the Federal Reserve Bank continued
increasing the federal funds rate from 5.50% at the end of 1999 to 6.50% at the end of 2000. In
2001, the Federal Reserve Bank began reducing the federal funds rate and continued those
reductions throughout the year, ending the year with a federal funds rate of 1.75%. This trend in
federal fund rate reductions, designed to stimulate the economy, continued in 2002, ending the
year with a federal funds rate of 1.25%. The rapidly declining interest rate environment in 2001
and 2002 and the fact that West Pointe was liability sensitive (within a one year period of time,
the interest rates paid for liabilities were repricing faster than interest rates earned on earning
assets) contributed to the increase in net interest income for the year ended December 31, 2002
compared to the year ended December 31, 2001. This allowed for a widening of the interest rate
spread and an increase in net interest margin for the year ended December 31, 2002 compared to
the vear ended December 31, 2001.

During the year ended December 31, 2002, the average balance of interest earning assets
increased $29,626,884 compared with the year ended December 31, 2001, resulting in an increase
in tax-equivalent interest income of $1,937,578. These increases were principally attributable to

6




increases in the volume of loans, investment securities and interest bearing due from bank
balances. Changes in yields on interest earning assets decreased tax-equivalent interest income
by $3,688,594. The yield on the loan portfolio decreased 96 basis points for the year ended
December 31, 2002 compared to the year ended December 31, 2001 due to decreases in the prime
lending rate. While certain loans in the commercial and real estate loan portfolios reprice upward
or downward as the prime rate changes, the timing of this repricing does not always occur
simultaneously with the prime rate change. Loans that reprice with changes in the prime rate
generally reprice to the same extent. The yield on taxable securities decreased 161 basis points
while the yield on tax-exempt securities increased 39 basis points during the year ended
December 31, 2002, compared to the vear ended December 31, 2001. The decline in yield on
taxable securities brought about increased prepayments on investment securities. The proceeds
from these prepayments, along with proceeds from taxable securities called for redemption, sold
or matured were reinvested at substantially lower interest rates. Although the overall interest
rate environment continued to decline throughout 2002, West Pointe management continued to
analyze potential interest rate risk in the investment portfolio that could occur in a rising rate
environment. This potential interest rate risk could result in a net unrealized loss in the portfolio
that exceeds West Pointe’s acceptable level. In an effort to limit this potential interest rate risk
exposure, management elected to continue purchasing investment securities with shorter average
lives. The purchase of higher yielding tax-exempt securities throughout the year contributed to
the increased yield on the tax-exempt portfolio.

The increase in the average balance of interest earning assets of $22,548,389 during the year
ended December 31, 2001 compared with the year ended December 31, 2000, resulted in an
increase in tax-equivalent interest income of $1,516,806. These increases were principally
attributable to increases in the volume of loans and interest bearing due from bank balances.
Changes in yields on interest earning assets during the year ended December 31, 2001 compared
to the year ended December 31, 2000 decreased tax-equivalent interest income by $1,078,306. The
yield on the loan portfolio decreased 48 basis points during the year ended December 31, 2001,
compared to the year ended December 31, 2000 due to decreases in the prime lending rate. The
yield on taxable securities decreased 21 basis points while the vield on tax-exempt securities
increased 22 basis points during the year ended December 31, 2001, compared to the year ended
December 31, 2000. The yield on taxable securities decreased as certain holdings were called for
redemption or were sold. The yield on tax-exempt securities increased as certain lower yielding
holdings matured.

The average balance of interest bearing liabilities increased $24,579,245 from the year ended
December 31, 2001 to the year ended December 31, 2002. This increase included an increase of
$17,384,794 in average interest bearing deposits. The majority of this increase was attributable to
increases in the average balance of savings and money market deposits, as well as time deposits.
The increase in the average balance of savings and money market deposits was primarily due to
the ongoing lackluster performance of the stock market that has resulted in customers desiring to
retain funds in more liquid accounts. The increase in the average balance of time deposits
resulted primarily from normal growth. Additional deposit information is discussed further under
“Deposits.” The increase in the average balance of interest bearing liabilities from the vear ended
December 31, 2001 to the year ended December 31, 2002 also includes an increase of $7,194,451 in
average short-term borrowings. The increase in average short-term borrowings is discussed under
“Borrowings.” The increase in the average balance of interest bearing liabilities for the year ended
December 31, 2002, compared to the year ended December 31, 2001, resulted in an increase in
interest expense of $819,283. The average rate paid on total interest bearing liabilities decreased
172 basis points for the year ended December 31, 2002, compared to the year ended December 31,
2001. This decrease resulted in a decrease in interest expense of $5,293,556.

The average balance of interest bearing liabilities increased $18,984,042 from the year ended
December 31, 2000 to the year ended December 31, 2001. This increase included an increase of
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$17,700,308 in average interest bearing deposits. The majority of this increase was attributable to
increases in the average balance of savings and money market deposits, as well as time deposits.
The increase in the average balance of savings and money market deposits was due, in part, to the
daily transfer of certain account balances from interest bearing demand deposits to savings
deposits, which is discussed further under “Deposits.” The increase in the average balance of
time deposits resulted primarily from normal growth. The increase in the average balance of
interest bearing liabilities from the year ended December 31, 2000 to the year ended December 31,
2001 also includes an increase of $1,502,313 in average short-term borrowings. The increase in
average short-term borrowings is discussed under “Borrowings.” The increase in the average
balance of interest bearing liabilities for the year ended December 31, 2001, compared to the year
ended December 31, 2000, resulted in an increase in interest expense of $769,698. The average
rate paid on total interest bearing liabilities decreased 73 basis points for the year ended
December 31, 2001, compared to the year ended December 31, 2000. This decrease resulted in a
decrease in interest expense of $1,941,955.

During 2002, West Pointe’s net interest margin was 3.78% compared with 3.29% and 3.01% in
2001 and 2000, respectively. Interest rate trends had a significant impact on West Pointe’s yields
and costs during the period from 2000 through 2002, The increases in the net interest margin,
during each of the past three years, resulted as the decreases in average rates paid on interest
bearing liabilities exceeded the decreases in yields on interest earning assets. In addition to the
interest rate environment, competitive pricing for both loans and deposits continues to directly
affect the net interest margin.




The following table sets forth West Pointe’s average balance sheets for the last three years,
the interest income and expense associated with such categories of interest earning assets and
interest bearing liabilities, and the average yields and rates on such categories.

DISTRIBUTION OF AVERAGE ASSETS, LIABILITIES AND STOCKHOLDERS’

EQUITY AND INTEREST RATE INFORMATION

2002 2001 2000
Average Average Average
Average Yield/ Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost Balance Interest Cost

ASSETS

Interest earning assets:

Interest bearing due from banks $ 14,362,079 $ 220,210 1.53% $11753,330 S 422,254 359% $ 452,203 § 26552 587%
Loans(1) 207,880,142 15,547,033 7.48 197,897,220 16,692,988 8.44 183,667,278 15,381,016 892
Taxable securities(3) 99,972,235 4,642,435 4.64 88,587,493 5,538,674 625 82,281,707 5,313,452 646
Non-taxable securities(2){3) 35,978,461 2,294,816 6.38 29,186,073 1,747,098 599 35,160,554 2,027,414 577
Federal funds sold 40,000 599 150 1,181,917 55,095  4.66 4,495,902 269,175  5.99

Total interest earning assets 358,232,917 22,705,093 6.34 328,606,033 24.456,109 7.44 306,057,644 24017609 7.85

Noninterest earning assets:

Cash and due from banks 8,507,465 8,437,289 8,998,978
Bank premises and equipment 11,788,992 11,989,177 11,191,390
Other assets 10,615,967 8,418,841 3.247 522
Allowance for loan losses (2,388,749) (2.015,258) (1,809,111)
Total Assets $386,756,592 $355,436,082 $327,686,423

LIABILITIES AND
STOCKHOLDERS' EQUITY

Interest bearing liabilities:

Inierest bearing demand deposits $ 28,475,416 § 221,249  .78% $ 33.540,792 S 818,209  2.44%  $ 39,940,625 $ 1,499,024 3.75%
Savings and money market deposits 97,785,989 1,674,603 1.71 78,825.862 2,313,011 293 57,862,813 2398492 415
Time deposits 172,670,785 6,563,337  3.80 169,180,742 9,680,977 5.72 166,043,650 9,950,261  5.99
Short-term borrowings 20,300,747 424,306  2.09 13,106,296 545,559 4.16 11,603,983 664,412 573
Federal Home Loan Bank advances 5,000,000 285410 571 5,000,000 285,422 571 5,218,579 303,246 581

Total interest bearing liabilities 324,232,937 9,168,905 2.83 299,653.692 13,643,178 455 280,669,650 14,815435 5.28

Noninterest bearing liabilities:

Demand deposits 33,643,601 30,654,408 26,810,905
Other liabilities 2,933,435 2,667,707 2,182,949

Total Liabilities 360,811,973 332,975,807 309.663,504
Stockholders’ equity 25,944,619 22,460,275 18,022,919

Total Liabilities and Stockholders'

Equity $386,756,592 $355,436,082 $327,686,423

Net interest income $13,536,188 $10,812,931 $ 9,202,174

Interest rate spread 3.51% 2.89% 2.57%

Net interest margin 3.78% 3.29% 3.01%

(1) For purposes of these computations, nonacerual loans are included in the daily average loan amounts outstanding;
interest on nonaccrual loans is recorded when received.

(2) Information presented on a tax-equivalent basis assuming a tax rate of 34%. The tax-equivalent adjustment amounted
to $650,047, $425,828 and $471.984 for 2002, 2001 and 2000, respectively.

(3) Yields are calculated on historical cost and exclude the impact of the unrealized gain (loss) on available for sale

securities.




The following table sets forth the volume and rate variances that affected net interest income.

2002 Compared With 2001 2001 Compared With 2000
Increase (Decrease) Due to(1) Increase (Decrease) Due to(1)
Volume Rate Net Volume Rate Net

Interest earned on:
Interest bearing due from banks $ 78,727 § (280,771} $ (202,044) $ 411,159 $ (15.457) $ 395,702

Loans 812,679  (1,958,634)  (1,145,955) 1,224,627 (912,655) 311,972
Taxable securities 650,795 (1,547,034) (896,239) 400,816 (175,594) 225,222
Non-taxable securities(2) 427,386 120,332 547,718 (355,340) 75,024 (280,316)
Federal funds sold {32,009) {22,487) {54,496)  {164,456) (49,624) (214,080)
Total interest earning assets 1,937,578 (3,688,594) (1,751,016) 1,516,806 (1,078,306) 438,500

Interest paid on:
Interest bearing demand

deposits (108,291) (488,669) (596,960) (214,450) (466,365) (680,815)
Savings and money market

deposits 471,531 (1,109,939) (638,408) 732,729 (818,210) (85,481)

Time deposits 195,828 (3,313,468) (3,117,640) 185,249 (454,533) (269,284)

Short-term borrowings 260,215 (381,468) (121,253) 78,802 (197,655} (118,853)
Federal Home Loan Bank

advances — (12) (12) (12,632) (5,192) (17,824)
Total interest bearing

liabilities 819,283 (5,293,556) (4,474,273) 769,698 (1,941,955) (1,172,257)

Net interest income $1,118,295 $ 1,604,962 $ 2,723,257 $ 747,108 $ 863,649 $ 1,610,757

(1) The change in interest due to both rate and volume has been allocated to rate and volume changes in
proportion to the relationship of the absolute dollar amounts of the change in each.

(2) Presented on a tax-equivalent basis assuming a tax rate of 34%. The tax-equivalent adjustment relating
to the change in interest income was an increase of $224,219 for 2002 compared with 2001 and a
decrease of $46,156 for 2001 compared with 2000.

Provision for Loan Losses

The provision for loan losses represents management’s judgment of the cost associated with
credit risk inherent in the loan portfolio. Factors which influenced management’s determination
of the provision for loan losses include, among other things, size and quality of the loan portfolio
measured against prevailing economic conditions, regulatory guidelines, and historical loan loss
experience. The provision for loan losses charged to expense in the year ended December 31, 2002
decreased to $600,000 compared with $630,000 and $1,321,000 in the years ended December 31,
2001 and 2000, respectively. The modest decrease in the provision for loan losses in the year
ended December 31, 2002 compared to the year ended December 31, 2001 was primarily
attributable to overall improvement in the quality of the loan portfolio. Overall growth in the loan
portfolio alse impacted the level of the provision for loan losses recorded during the years ended
December 31, 2002 and 2001. During the year ended December 31, 2000, the higher level of the
provision for loan losses resulted from management’s assessment of the loan portfolio, overall
growth in the loan portfolio and, in particular, to cover $864,000 of charge-offs associated with
loans to two commercial borrowers. Activity in the allowance for loan losses and nonperforming
loan data are discussed under “ASSET QUALITY.”

Noninterest Income

Excluding net securities gains, noninterest income for the year ended December 31, 2002 was
$3,826,530 compared with $3,291,068 and $2,349,725 in the years ended December 31, 2001 and
2000, respectively. Total noninterest income as a percentage of average assets was 1.08%, 1.04%
and .73% for the years ended December 31, 2002, 2001 and 2000, respectively.
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The following table sets forth information pertaining to the major components of noninterest
income.

Year Ended December 31,

2002 2001 2000
Service charges on deposits $1,402,894 $1,289,456 $ 997,942
Mortgage banking 560,440 307,912 207,346
Trust fees 602,528 552,241 395,279
Brokerage and insurance service 241,364 220,262 —
Credit card income 377,031 330,605 274,543
Increase in cash surrender value of life insurance 367,202 304,882 149,923
Gain on sale of investment securities, net 340,312 390,469 32,451
Other 275,071 285,710 324,692
Total noninterest income $4,166,842 $3,681,537 $2,382,176

The largest component of noninterest income, service charges on deposits, consists of fees on
both interest bearing and noninterest bearing accounts and charges for insufficient funds and
overdrafts. Service charges on deposits totaled $1,402,894 for the year ended December 31, 2002
compared to $1,289,456 and $997,942 for the years ended December 31, 2001 and December 31,
2000, respectively. Early in 2001, West Pointe management, with assistance from a third party
vendor, completed an analysis of the Company’s deposit account service charge schedule. As a
result of that analysis, various deposit account service charges were increased during the second
quarter of the year. The results of these increases, along with the growth in the volume of deposit
accounts on which service charges are assessed, contributed to the increases in service charges on
deposit accounts for the year ended December 31, 2002 compared to the year ended December 31,
2001 and the year ended December 31, 2000.

Mortgage banking income totaled $560,440 for the year ended December 31, 2002 compared to
$307,912 and $207,346 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. The level of mortgage banking income increased 82.0% for the year ended December 31,
2002 compared to the year ended December 31, 2001 and increased 48.5% for the vear ended
December 31, 2001 compared to the year ended December 31, 2000. Mortgage banking income is
primarily comprised of mortgage servicing income and gains or losses on the sale of mortgage
loans. The higher level of mortgage banking income recorded during the years ended Decem-
ber 31, 2002 and 2001, was indicative of the lower interest rate environment that characterized
virtually all of those two years. The lower level of mortgage banking income for the year ended
December 31, 2000 was reflective of the higher interest rate environment that existed during that
year. A decreasing interest rate environment, as experienced in 2002 and 2001, tends to increase
mortgage loan production and mortgage refinancing activity. Conversely, an increasing interest
rate environment tends to slow these activities. The majority of mortgage loans originated by
West Pointe are sold into the secondary market with servicing rights retained in certain cases.

Income from trust fees totaled $602,528 for the year ended December 31, 2002 compared to
$552,241 and $395,279 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. During the fourth quarters of 2001 and 2000, additional trust administrative personnel
were employed by West Pointe. The increases in income from trust fees for the years ended
December 31, 2002 and December 31, 2001 were partially due to additional revenues generated as
a result of these staffing additions, coupled with one-time fees charged in connection with the
administration of certain estates and new business development. Additional revenues, in the
form of farm management fees, were generated in 2002 and are expected in 2003. One of the staff
members employed by West Pointe during the fourth quarter of 2001 has substantial farm
management expertise. The increases in income from trust fees for the years ended December 31,
2002 and December 31, 2001, generated by the aforementioned activities, were partially offset by
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reductions in income from certain trust fees that are based upon the market value of trust assets.
Due to the negative trend in the stock market experienced during the last two years, the market
values of certain trust assets have been reduced.

Income from brokerage and insurance services totaled $241,364 for the year ended Decem-
ber 31, 2002 compared to $220,262 for the year ended December 31, 2001. In January 2001,
through an arrangement with Raymond James Financial Services, Inc., member NASD and SIPC,
West Pointe expanded its product line to include additional investment opportunities and
employed two experienced staff members to administer the brokerage and insurance function.
Products available through the brokerage and insurance service function include stocks, bonds,
mutual funds, annuities and other non-deposit investment products. While brokerage and
insurance services were introduced in January 2001, income from this function was not signifi-
cant until the second quarter of that year. As a result, income from brokerage and investment
services increased $21,102 for the vear ended December 31, 2002 compared to the year ended
December 31, 2001. The limited growth in income from brokerage and insurance services for the
year ended December 31, 2002 was partially related to the uncertainty in the stock market.

Credit card income totaled $377,031 for the year ended December 31, 2002 compared to
$330,605 and $274,543 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. Credit card income primarily consists of fees charged to merchants for processing credit
card transactions and interchange fees received on transactions of West Pointe’s cardholders. The
increases in credit card income for the year ended December 31, 2002 compared to the year ended
December 31, 2001 and for the year ended December 31, 2001 compared to the year ended
December 31, 2000, were partially attributable to additional merchant related revenues as well as
revenues associated with West Pointe’s “debit” card product.

During the year ended December 31, 2002, West Pointe recorded an increase in cash
surrender value of life insurance of $367,202 compared to $304,882 and $149,923 for the years
ended December 31, 2001 and December 31, 2000, respectively. These cash surrender value
increases relate to various bank owned life insurance (BOLI) policies. Certain of the insurance
policies serve as funding mechanisms for West Pointe’s director fee deferral program and West
Pointe’s salary continuation plans which were established in 2000 for the Company’s President
and Chief Executive Officer and January 2003 for certain of the Company’s officers. Additional
policies were purchased to provide an additional employee benefit to certain Company officers.
These BOLI policies provide certain benefits to the Company including, but not limited to,
exclusion from income taxes of the increase in their cash surrender values.

Net securities gains totaled $340,312 for the year ended December 31, 2002 compared to
$390,469 and $32,451 for the years ended December 31, 2001 and December 31, 2000, respectively.
Net securities gains for the years ended December 31, 2002 and 2001 primarily resulted from
management’s decision to reconfigure certain segments of the investment portfolio to limit
potential interest rate risk as described under “Net Interest Income.” Considering the rapidly
declining interest rate environment evident at the time, the majority of the securities sold were
likely to be called by the issuers in the near future. Net securities gains for the year ended
December 31, 2000 resulted from management’s decision to reconfigure certain segments of the
investment portfolio in order to provide certain income tax related benefits.

Other noninterest income includes such items as interchange fees on automated teller
machine (ATM) transactions, safe deposit rental fees, check printing fees and other miscellane-
ous fees. Collectively, the components of other noninterest income generated revenues of
$275,071 for the year ended December 31, 2002 compared to $285,710 and $324,692 for the years
ended December 31, 2001 and December 31, 2000, respectively. Modest declines in a number of
categories of other noninterest income contributed to these decreases.
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Noninterest Expense

Noninterest expense increased $1,416,906, or 14.4%, to $11,239,150 for the year ended
December 31, 2002 compared with $9,822,244 and $8,362,719 for the years ended December 31,
2001 and 2000, respectively. The increases for the year ended December 31, 2002 compared to the
year ended December 31, 2001 and for the year ended December 31, 2001 compared to the year
ended December 31, 2000 were primarily attributable to increases in employee compensation and
other benefits, coupled with increases in net occupancy expenses, legal and professional fees and
other noninterest expenses, which include such items as FDIC insurance premiums, mortgage
banking expenses, postage costs, and certain credit card program expenses. Noninterest expense
as a percentage of average assets was 2.91%, 2.76% and 2.55% for the years ended December 31,
2002, 2001 and 2000, respectively.

The following table sets forth information pertaining to the major components of noninterest
expense.

Year Ended December 31,

2002 2001 2000

Employee compensation and other benefits $ 5,669,694 $5,030,777 $4,101,680
Occupancy, net 764,036 741,577 565,704
Furniture and equipment 602,179 555,886 485,164
Legal and professional fees 732,493 489,209 459,399
Data processing 453,237 402,102 367,236
Advertising 379,345 325,355 308,516
Other 2,638,166 2,277,338 2,075,020

Total noninterest expense $11,239,150 $9,822,244 $8,362,719

Employee compensation and other benefits is the largest component of noninterest expense
representing approximately 50% of total noninterest expense for the year ended December 31,
2002. Expenses associated with employee compensation and other benefits totaled $5,669,694 for
the year ended December 31, 2002 compared to $5,030,777 and $4,101,680 for the years ended
December 31, 2001 and December 31, 2000, respectively. The increases in employee compensa-
tion and other benefits for the year ended December 31, 2002 compared to the year ended
December 31, 2001 and for the year ended December 31, 2001 compared to the year ended
December 31, 2000 primarily reflected the cost of normal merit increases and staff additions
associated with growth in overall bank operations.

Net occupancy expenses totaled $764,036 for the year ended December 31, 2002 compared to
$741,577 and $565,704 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. The increases in net occupancy expenses for the years compared were primarily associated
with expenses connected with the opening of two banking locations in November 1999 and
June 2000, respectively. Higher maintenance costs associated with all locations also contributed to
the increases for the periods compared.

Furniture and equipment expenses totaled $602,179 for the year ended December 31, 2002
compared to $555,886 and $485,164 for the years ended December 31, 2001 and December 31,
2000, respectively. The increases in furniture and equipment expenses for the years compared
were primarily attributable to furniture and equipment expenses associated with the opening of
the aforementioned banking locations. Depreciation and other expenses associated with ongoing
technology hardware upgrades also contributed to the increases.

Legal and professional fees include costs relating to audit and accounting fees, investment
consulting services, legal fees for compliance with Securities and Exchange Commission regula-
tions, legal fees for the collection of delinquent loans, and legal fees relating to defense of various
lawsuits of which the Company is a party to in the ordinary course of business. Legal and
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professional fees totaled $732,493 for the year ended December 31, 2002, compared to $489,2089,
and $459,399 for the years ending December 31, 2001 and December 31, 2000, respectively. The
increase from 2001 to 2002 resulted primarily from increased legal fees incurred to defend various
lawsuits of which the Company is a party to in the ordinary course of business.

Data processing expenses totaled $453,237 for the year ended December 31, 2002 compared to
$402,102 and $367,236 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. West Pointe currently employs the services of an outside provider for its data processing
needs. The increases for the periods compared resulted from normal growth in operations.

Advertising expenses totaled $379,345 for the year ended December 31, 2002 compared to
$325,355 and $308,516 for the years ended December 31, 2001 and December 31, 2000, respec-
tively. The increases resulted from expanded advertising activities in areas served by West
Pointe’s banking centers.

Other noninterest expense includes such items as FDIC insurance premiums, mortgage
banking expenses, postage costs and certain credit card program expenses. Other noninterest
expense totaled $2,638,166 for the year ended December 31, 2002 compared to $2,277,338 and
$2,075,020 for the years ended December 31, 2001 and December 31, 2000, respectively. The
increases, for the periods compared, related to various categories, none of which were individu-
ally significant.

West Pointe recorded income tax expense of $1,440,400 and $907,100 for the years ended
December 31, 2002 and December 31, 2001, respectively, compared to an income tax benefit of
$101,800 for the year ended December 31, 2000. The provision for income taxes consists of both
federal and state income taxes. The increases in income tax expense for the years ended
December 31, 2002 and December 31, 2001 were primarily attributable to increased levels of
income before income taxes. The income tax benefit recorded during the year ended Decem-
ber 31, 2000 occurred as the level of tax-exempt income, for both federal and state income tax
purposes, exceeded taxable income. In addition, the increased level of the provision for loan
losses, recorded during 2000, reduced income before income taxes, which in turn, increased the
level of the income tax benefit. As a result, the effective income tax rate for the year ended
December 31, 2000 was a benefit of 7.1%. The effective income tax rate was 27.6% and 25.1% for
the years ended December 31, 2002 and 2001, respectively.

FINANCIAL CONDITION
General

Total assets at December 31, 2002 increased $45,104,596 to $411,818,589 compared with
$366,713,993 at December 31, 2001. This increase primarily resulted from the increase in the
volume of loans, investment securities and interest bearing due from bank balances.

Loans

Loans are the largest classification within earning assets of West Pointe and represented
58.0%, 60.2% and 60.0% of average interest earning assets during the years ended December 31,
2002, 2001 and 2000, respectively. Loans increased 10.6% to $221,581,298 at year-end 2002 from
$200,403,739 at year-end 2001. Average loans were $207,880,142 in 2002 and increased $9,982,922,
or 5.0% from $197,897,220 in 2001. The growth in 2002 was primarily attributable to continuing
aggressive sales efforts in a highly competitive market environment.
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The following table presents the composition of the loan portfolio by type of borrower and
major loan category and the percentage of each to the total loan portfolio for the periods

presented.
December 31,
2002 2001 2000 1999 1998
Amount  Percent Amount Percent Amount Percent Amount Percent Amount Percent
COMMERCIAL
BORROWERS
Commercial financial
and agricultural $ 59,685,132 26.9% $ 48,560,141  24.2% $ 45,889,923  24.2% $ 44,469,418 25.5% $ 42,866,422 30.5%
Commercial real estate 85,147,362  38.5 75,352,452  37.6 70,523,998 37.2 61,284,167 35.2 44,266,850 31.5
Real estate
construction 11,552,620 5.2 9,816,970 4.9 9,953,117 5.3 11,074,257 6.4 9,308,269 6.6
Total commercial 156,385,114 70.6 133,729,563  66.7 126,367,038  B6.7 116,827,842 67.1 96,441,541 686
CONSUMER
BORROWERS
1-4 family residential
real estate 53,420,407 241 54,974,345 27.5 51,581,072 272 47,136,881  27.0 34,783,754 247
Other consumer loans 11,766,777 5.3 11,699,831 5.8 11,466,561 6.1 10,227,714 5.9 9,356,720 6.7
Total consumer 65,196,184 294 66,674,176  33.3 63,057,633 333 57,364,595 329 44,140,474 314
Total loans $221,581,298  100.0% $200,403,739 100.0% $189,424,671 100.0% $174,192.437 100.0% $140,582,015 100.0%

West Pointe’'s commercial, financial and agricultural loan portfolio is diversified and includes
loans secured by non-real estate collateral to manufacturers, retailers, distributors, service
providers and investors. Emphasis is generally placed upon middle-market and community
businesses with financial stability and known local management. Underlying collateral for
commercial, financial and agricultural loans includes, but is not limited to, inventory, equipment,
vehicles and accounts receivable. In the case of corporations, the Bank may obtain personal
guarantees from principal shareholders and/or officers.

The commercial real estate loan portfolio consists largely of mortgage loans secured by
commercial properties located in the communities served by West Pointe’s banking centers. A
significant portion of the commercial real estate loan portfolio is comprised of traditional
commercial loans with real estate taken as additional collateral. These loans are generally made
to fund the acquisition of buildings and real estate for commercial, industrial, office and retail use.
The maximum loan-to-value ratio applicable to improved commercial properties is 85%. Prior
approval of the Bank’s Loan and Discount Committee is required for new loans with loan-to-value
ratios exceeding this limit.

The real estate construction loan portfolio consists of loans made to finance land development
preparatory to erecting new structures or the on-site construction of 1-4 family residences,
commercial properties, retail centers, medical and business offices, warehouse facilities and
multi-family residential developments. The maximum loan-to-value ratio applicable to loans
made for the purpose of land development activities is 75%. The maximum loan-to-value ratios
applicable to commercial/multi-family and 1-4 family residential construction loans are 80% and
85%, respectively.

The 1-4 family residential real estate portfolio is predominantly comprised of loans extended
for owner-occupied residential properties. These loans typically are secured by first mortgages on
the properties financed and generally have a maximum loan-to-value ratio of 85%. The amortiza-
tion periods for these loans generally do not exceed twenty years with interest being calculated
on'a fixed or floating rate basis. The 1-4 family residential real estate category aiso includes home
equity lines of credit and closed-end second mortgage loans. Closed-end second mortgage loans
generally bear a fixed rate of interest over a three to five year term with a five to fifteen year
amortization, while home equity lines of credit generally have an interest rate indexed to the
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prime rate. Home equity loans generally have a maximum loan-to-value ratio of 85%. Generally,
any portion of 1-4 family residential real estate loans exceeding 80% of the loan-to-value ratio
requires private mortgage insurance.

The consumer loan portfolic consists of both secured and unsecured loans to individuals for
household, family, and other personal expenditures such as automobile financing, home improve-
ments, recreational and educational purposes. Consumer loans are typically structured with fixed
rates of interest and full amortization of principal and interest within three to five years. The
maximum loan-to-value ratio applicable to consumer loans is generally 80%. This category also
includes revolving credit products such as checking overdraft protection and MasterCard and
VISA credit cards. Consumer loans are either unsecured or are secured with various forms of
coliateral, other than real estate.

The weighted average vield on the loan portfolio in 2002 was 7.48% compared to 8.44% and
8.92% in 2001 and 2000, respectively. Overall yields on the loan portfolio trended downward
during 2002 and 2001, following the general level of interest rates. West Pointe’s loan portfolio
yields tend to follow trends in the prime lending rate, which began the 2000 year at 8.50% and
ended that year at 9.50%. The prime lending rate decreased eleven times during the course of the
year 2001 to a level of 4.75% at December 31, 2001. The prime lending rate continued to decline in
2002 to a level of 4.25% at December 31, 2002. The lower level of interest rates evident during
2002 and 2001 contributed to the decreases in the weighted average yield on the loan portfolio in
those years compared to 2000. While loan yields tend to follow trends in the prime lending rate,
they may not follow simultaneously with such trends. At December 31, 2002, 30.0% of West
Pointe’s total loan portfolio had floating or adjustable interest rates.

The following table sets forth the amount of loans outstanding as of December 31, 2002,
which, based on remaining maturities, are due in the periods indicated. In addition, the amounts
due after one year are classified according to sensitivity to changes in interest rates.

-December 31, 2002 Maturing

After One
In One Through After
Year or Less  Five Years Five Years Total
Commercial, financial and
agricultural $39,747,261 $ 19,206,607 $ 731,264 $ 59,685,132
Commercial real estate 23,983,320 57,812,009 3,352,033 85,147,362
Real estate construction 8,147,994 3,404,626 — 11,552,620
1-4 family residential real estate 6,180,066 25,193,504 22,055,837 53,429,407
Other consumer loans 3,160,267 8,113,508 493,002 11,766,777
Total loans $81,218,908 $113,730,254 $26,632,136 $221,581,298
Interest Sensitivity

Floating or

Fixed Adjustable
Interest Rates Interest Rates

Due after one year $107,552,923 $32,809,467

The Bank’s asset quality management program, particularly with regard to loans, is designed
to analyze potential risk elements and to support the growth of a profitable and high quality loan
portfolio. The Bank employs the use of a loan rating system to monitor the loan portfolio and to
determine the adequacy of the allowance for loan losses. The Bank’s lending philosophy is to
invest in loans in the communities served by its banking centers so it can effectively monitor and
control credit risk. The majority of the loan portfolio is comprised of retail loans and loans to

16




small-to-midsized businesses. A periodic review of selected credits (based on loan size) is
conducted to identify loans with heightened risks or inherent losses. Factors, which could
contribute to increased risk in the loan portfolio, include, but are not limited to, changes in
interest rates, general economic conditions and reduced collateral values. The loan portfolio does
not include any loans to foreign countries.

As of December 31, 2002, and effective January 30, 2003, the statutory legal lending limit
amount for the Bank to loan to one customer was $7,457,900.

Securities

Investment securities increased $18,022,731, or 14.0% at December 31, 2002 compared to
December 31, 2001. The increase in investment securities primarily resulted from purchases, net
of sales, maturities and securities called for redemption, in the available for sale category. The
investment securities portfolio provides a balance to interest rate and credit risk in other
categories of the balance sheet while providing a vehicle for the investment of available funds not
needed to satisfy loan demand. The investment portfolio also supplies securities as required
collateral for certain deposits and for securities sold under agreements to repurchase. Additional
information regarding West Pointe’s securities sold under agreements to repurchase is presented
and discussed under “Borrowings.”

West Pointe classifies investment securities as available for sale or held to maturity.
Available-for-sale securities are held with the option of their disposal in the foreseeable future to
meet investment objectives or for other operational needs. Held-to-maturity securities generally
provide a relatively stable source of income. Effective January 1, 2001, West Pointe adopted
Statement of Financial Accounting Standards (“SFAS”) No. 138, ““Accounting for Certain Deriva-
tive Instruments and Certain Hedging Activities,” which was issued in June 2000 and amends the
accounting and reporting standards of SFAS No. 133, “Accounting for Derivative Instruments and
Hedging Activities,” for certain derivative instruments and hedging activities. Although West
Pointe does not have any derivative instruments to record, management reconsidered its ability
and intent to hold certain debt securities to maturity and transferred $2,821,121 of mortgage-
backed securities to available for sale on the adoption date. As a result, as of January 1, 2001 and
continually since that date, West Pointe’s entire portfolio was classified as available for sale. In
connection with the transfer, a market valuation account was established for the available-for-
sale debt securities of $19,424 to decrease the recorded balance of such securities to their fair
value, a deferred tax benefit of $7,381 was recorded to reflect the tax effect of the market
valuation account and the net decrease resulting from the market valuation adjustment of $12,043
was recorded as a transition adjustment in the statement of comprehensive income. A provision
of the aforementioned accounting pronouncement allowed for this one-time transfer.

Available-for-sale investment securities are recorded at fair value. Net unrealized gains on
available-for-sale investment securities totaled $3,530,630 and $456,568 at December 31, 2002 and
2001, respectively. Included in stockholders’ equity at December 31, 2002 and 2001 were
accumulated other comprehensive gains of $2,188,991 and $283,072 associated with unrealized
gains and losses on available-for-sale investment securities, net of income taxes. All investment
security purchases in 2002, 2001 and 2000 were classified as available for sale.
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The following table sets forth the composition of the held-to-maturity and the available-for-
sale securities portfolios, respectively, for the last three years.

December 31,

2002 2001 2000

HELD-TO-MATURITY SECURITIES
Mortgage-backed securities $ — & — $ 2821121
AVAILABLE-FOR-SALE SECURITIES
U.S. government agencies $ 9,087,650 $ 7,846,306 $ 74,277,880
Mortgage-backed securities 89,547,303 84,023,498 11,369,708
Obligations of states and political subdivisions 38,806,702 30,568,170 29,283,331
Equity securities 9,309,800 6,290,750 1,116,575

Total available-for-sale $146,751,455 $128,728,724 $116,047,494

The following table sets forth the maturities and weighted average yields of each category of
available-for-sale securities at December 31, 2002 based upon contractual maturities of such
securities.

After One Year After Five Years
In One Year Through Through
or Less Five Years Ten Years After Ten Years

Amount  Yield Amount Yield Amount Yield Amount Yield

AVAILABLE-FOR-SALE

SECURITIES
U.S. government agencies $ — —% § 9,087,650 2.59% $ — —% 3 — —%
Mortgage-backed securities — — — — 5,824,479 5.11 83,722,824 4,11
Obligations of states and

political subdivisions (1) 563,114 7.30 4,952,799 6.23 25,409,537 6.15 7,881,252 6.97
Equity securities(2) — — — — —_ — 9,309,800 5.25
Total available-for-sale $563,114 7.30% $14,040,449 3.87% $31,234,016 5.96% $100,913,876  4.44%

(1) Yield presented on a tax-equivalent basis assuming a tax rate of 34%.

(2} Equity securities have no stated maturity and are, therefore, included in the after 10 year category.

The weighted average vield on the taxable securities portfolio was 4.64% for 2002, compared
to 6.25% and 6.46% for 2001 and 2000, respectively. Average taxable securities totaled $99,972,235
in 2002 compared to $88,587,493 and $82,281,707 in 2001 and 2000, respectively.

Average non-taxable securities totaled $35,978,461 in 2002, compared to $29,186,073 and
$35,160,554 in 2001 and 2000, respectively. The weighted average tax-equivalent yield on non-
taxable securities was 6.38%, 5.99% and 5.77% during 2002, 2001 and 2000, respectively.

The remainder of West Pointe’s interest earning assets consists of federal funds sold and
interest bearing due from bank balances. Federal funds sold consist of sales of excess funds and
generally have a maturity of one day. West Pointe had no federal funds sold at December 31, 2002
or 2001. West Pointe’s interest bearing due from bank balances consist solely of a daily
investment deposit account maintained with the Federal Home Loan Bank. This vehicle is used
by West Pointe in addition to or as an alternative to federal funds sold. Daily deposits to or
withdrawals from the daily investment deposit account are permitted. The interest rate paid on
this account is subject to change on a daily basis. Interest bearing due from bank balances totaled
$11,813,253 at December 31, 2002 compared to $9,119,540 at December 31, 2001. Because of the
low interest rate environment and potential ligquidity needs, management of West Pointe elected
to retain a higher level of excess funds in the daily investment deposit account as of December 31,
2002 and 2001.
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Depaosits

West Pointe’s deposit base is its primary source of liquidity and consists of deposits
originating within the communities served by its banking locations. Deposits are West Pointe’s
primary and most reliable funding source for interest earning assets.

Total deposits increased 9.0%, or $28,889,114, to $350,989,837 at December 31, 2002, from
$322,100,723 at December 31, 2001. Noninterest bearing demand deposit balances increased to
$40,604,261 at December 31, 2002 from $37,542,385 at December 31, 2001. The majority of this
increase was associated with normal growth of operations. Interest bearing demand deposits
increased slightly to $29,882,050 at December 31, 2002 from $28,207,167 at December 31, 2001.
Savings and money market deposit account balances increased to $103,970,119 at December 31,
2002 from $91,552,019 at December 31, 2001. The increase in the interest bearing demand deposits
and savings and money market deposit account categories occurred as a result of the downward
movement in the interest rate environment and negative trends in the stock market. Management
believes that this negative trend in the stock market led to the movement of balances from equity
securities into more liquid savings and money market deposit accounts. Collectively, time
deposits of $100,000 or more and time deposits less than $100,000 increased to $176,533,407 at
December 31, 2002 from $164,799,152 at December 31, 2001. The majority of this increase was
related to increased public fund deposits obtained through more aggressive sales efforts as West
Pointe strives to expand its overall banking relationships with public entities. West Pointe
continues to competitively price time deposits within its market territory.

The following table sets forth the composition of the deposit portfolio for the periods
presented.

December 31,

2002 2001

Amount Percent Amount Percent

Noninterest bearing demand deposits $ 40,604,261 11.6% $ 37,542,385 11.6%
Interest bearing demand deposits 29,882,050 8.5 28,207,167 8.8
Savings and money market deposits 103,970,119 29.6 91,552,019 284
Time deposits $100,000 or more 59,388,680 16.9 52,471,328 16.3
Time deposits less than $100,000 117,144,727 33.4 112,327,824 34.9

Total deposits $350,989,837 100.0% $322,100,723 100.0%

Average total deposits increased to $332,575,791 for the year ended December 31, 2002
compared to $312,201,804 and $290,657,993 for the years ended December 31, 2001 and Decem-
ber 31, 2000, respectively. The increases in average total deposits resulted primarily from normal
growth in operations coupled with deposits generated from the banking locations opened in
November 1999 and June 2000. The increases in average total deposits also occurred as a result of
the negative trends in the stock market. West Pointe continues to expand its market territory. The
average rates paid on total deposits were 2.54%, 4.10% and 4.76% for 2002, 2001 and 2000. The
lower interest rate environment in 2002 coupled with West Pointe’s efforts to reduce its cost of
funds led to the decline in average rates paid in 2002 compared to 2001 and 2000. Efforts to reduce
the cost of funds ultimately contributed to the improved net interest margin as previously
described under “Net Interest Income.”
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The following table sets forth the major categories of average deposits and the weighted
average interest rates paid on such categories for the last three years.

December 31,

2002 2001 2000
Amount Rate Amount Rate Amount Rate
Noninterest bearing
demand deposits $ 33,643,601 —% $ 30,654,408 —9% $ 26,810,905 —%
Interest bearing demand
deposits 28,475,416 .78 33,540,792 2.44 39,940,625 3.75
Savings and money
market deposits 97,785,989 1.71 78,825,862  2.93 57,862,813  4.15
Time deposiis 172,670,785 3.80 169,180,742 5.72 166,043,650 5.99
Total deposits $332,575,791 2.54% $312,201,804 4.10% $290,657,993 4.76%

The following table sets forth the amounts and maturities of time deposits of $100,000 or
more at December 31, 2002 and December 31, 2001.

December 31

2002 2001
3 months or less $20,303,983 $20,223,445
Over 3 through 6 months 15,028,781 12,999,943
Over 6 through 12 months 13,638,185 14,391,509
Over 12 months 10,417,731 4,856,431
Total $59,388,680 $52,471,328

Borrowings

Total borrowings amounted to $28,229,378 at year-end 2002, an increase of $9,504,749 from
$18,724,629 at year-end 2001. Total borrowings include various forms of short-term borrowings
and one Federal Home Loan Bank advance. On an average basis, total short-term borrowings
increased to $20,300,747 for 2002 compared to $13,106,296 and $11,603,983 for 2001 and 2000,
respectively.

The average balance of Federal Home Loan Bank advances totaled $5.000,000 for 2002
compared to $5,000,000 and $5,218,579 for 2001 and 2000, respectively. Average Federal Home
Loan Bank advances have remained relatively stable for the years compared. The current
advance, which reflects an interest rate of 5.63%, has a final maturity date of December 13, 2004.
As of December 13, 2000, the advance is callable on a quarterly basis.

Average short-term borrowings for 2002, 2001 and 2000 primarily consisted of securities sold
under agreements to repurchase (repurchase agreements). These borrowings serve as an alterna-
tive source of funds to deposit funding sources. The majority of the increase in average short-term
borrowings was in the form of cash management repurchase agreement accounts. Such accounts
involve the daily transfer of excess funds from noninterest bearing deposit accounts into interest
bearing cash management repurchase agreement accounts. West Pointe continues to market its
cash management product to commercial and individual deposit customers. Although viewed as a
borrowing, the cash management repurchase agreement accounts are considered a stable source
of funds. Repurchase agreements, other than cash management repurchase agreements, generally
represent an alternative to short-term certificates of deposit offered to West Pointe’s customers.
The weighted average rate of interest paid for short-term borrowings was 2.09%, 4.16% and 5.73%
in 2002, 2001 and 2000, respectively. The decrease in the weighted average interest rate in 2002
and 2001 was reflective of the lower rate environment.
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In addition to securities sold under agreements to repurchase, West Pointe had, at Decem-
ber 31, 2002, another form of short-term borrowing in the amount of $1,537,100. In the fourth
quarter of 1999, West Pointe entered into a line of credit with an unaffiliated bank, which
provided for borrowings by West Pointe of up to $2,500,000. The line of credit has since been
increased to $5,000,000. Initially, West Pointe borrowed $1,837,500 under that line of credit. The
original line of credit, which matured on December 7, 2000, has since been renewed and reflects a
maturity date of January 7, 2004. The current line of credit bears interest at a rate of 50 basis
points under the prime lending rate of another unaffiliated bank. In order to increase its capital
base, $1,500,000 of the original borrowing was contributed to the Bank as additional paid in
capital. The remaining proceeds from the original borrowing were used to purchase 6,250 shares
of West Pointe’s common stock from an individual stockholder. At the beginning of 2002,
borrowings under the line of credit increased by $274,600. Proceeds from this additional
borrowing were used to partially fund the purchase of 11,500 shares of common stock from
another stockholder. The purchase of the shares of common stock is reflected as treasury stock in
West Pointe’s consolidated financial statements.

The following table sets forth a summary of information pertaining to short-term borrowings
for the periods presented.

December 31,

2002 2001 2000
Amount Rate Amount Rate Amount Rate
At December 31:
Repurchase agreements $21,692,278 1.71% $12,237,129 2.21% $ 9,808,316 5.41%
Other 1,537,100 3.75 1,487,500 4.25 1,687,500 39.00
Total $23,229,378 1.85% $13,724,629 2.43% $11,495,816 5.94%
For the year ended
December 31:
Average daily balance:
Federal funds purchased $ — —% $ 1,096 6.84% $ 264,481 6.94%
Repurchase agreements 18,652,682 1.91 11,539,892 3.83 9,576,456 5.12
Other 1,648,065 4.16 1,565,308 6.65 1,763,046 8.85
Total $20,300,747 2.09% $13,106,296 4.16% $11,603,983 5.73%
Maximum month-end
balance:
Federal funds purchased $ — $ — $ 4,900,000
Repurchase agreements 23,707,487 14,915,710 10,827,178
Other 1,762,100 1,637,500 1,837,500

ASSET QUALITY

West Pointe’s asset quality management program, particularly with regard to loans, is
designed to analyze potential risk elements and to support the growth of a profitable and high
quality loan portfolio. The existing loan portfolio is monitored via West Pointe’s loan rating
system. The loan rating system is used to determine the adequacy of the allowance for loan losses.
West Pointe’s loan analysis process proactively identifies, monitors and works with borrowers for
whom there are indications of future repayment difficulties.

West Pointe’s lending philosophy is to invest in loans in the communities served by its
banking centers so that it can effectively monitor and control credit risk. The majority of the loan
portfolio is comprised of retail loans and loans to small-to-midsize businesses. The loan portfolio
does not include any loans to foreign countries.
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The following table sets forth a summary of nonperforming assets and related ratios for the
periods presented.

December 31,

2002 2001 2000 1999 1998

Nonaccrual loans $ 796,349 $ 421,662 $159,756 $1,552,319 $ 879,954
Accruing loans past due 90 days or more 940,555 370,080 685,344 790,690 390,789
Troubled debt restructurings — 314,230 — — —
Total nonperforming loans 1,736,904 1,105,972 845,100 2,343,009 1,270,743
Foreclosed property 365,000 156,153 128,850 348,792 151,922
Total nonperforming assets $2,101,904 $1,262,125 $973,950 $2.691,801 $1,422,665
Nonperforming loans to total loans .78% .55% 45% 1.35% .90%
Nonperforming assets to total loans and foreclosed

property .85% .83% 51% 1.54% 1.01%
Nonperforming assets to total assets 51% .34% 29% .86% 57%

Nonperforming assets increased $839,779 at December 31, 2002 compared to December 31,
2001. This increase was primarily due to increases in nonaccrual and accruing loans past due
90 days or more, offset by a reduction in troubled debt restructurings. In addition, the level of
foreclosed property increased to $365,000 at December 31, 2002 from $156,153 at December 31,
2001. Foreclosed property at December 31, 2002 consisted of two parcels of real estate. Manage-
ment is in varying stages of workout or liquidation of all nonperforming assets. Management does
not anticipate any significant losses upon disposition of the remaining foreclosed properties.

It is the policy of West Pointe to discontinue the accrual of interest on loans when principal or
interest is due and has remained unpaid for 90 days or more, unless the loan is well secured and
in the process of collection and management has documented reasons why the accrual of interest
should continue. Restructured loans generally take the form of an extension of the original
repayment period, and/or a reduction or deferral of interest or principal because of deterioration
in the financial position of the borrowers. West Pointe would have recorded interest income of
$56,362 for 2002 if the loans accounted for as nonaccrual and restructured at year-end 2002, had
been current in accordance with their original terms and had been outstanding throughout the
period or since origination if held for part of the period. During 2002, $49,985 was included in
interest income relating to these loans.

Certain loans may require frequent management attention and are reviewed on a monthly or
more frequent basis. Although payments on these loans may be current or less than 90 days past
due, the borrowers presently have or have had a history of financial difficulties and management
has a concern as to the borrowers’ ability to comply with the present loan repayment terms.
Management believes such loans present more than the normal risk of collectibility. As such,
these loans may result in classification at some future point in time as nonperforming. At
December 31, 2002, such loans amounted to approximately $5,968,000.
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The following table sets forth information pertaining to West Pointe’s provision for loan
losses charged to operations, the activity in and an analysis of the allowance for loan losses for the
last five years.

December 31,

2002 2001 2000 1999 1998
Balance at beginning of year $2,224,352 $1,769,693 $1,687,021 $1,342,000 $ 976,000
Loans charged off:
Commercial, financial and
agricultural 220,550 192,528 1,056,539 484,565 187,236
Real estate:
Commercial 104,413 7,722 16,966 74,541 768
Residential 20,610 77,484 112,204 101,815 —
Total real estate 125,023 85,206 129,170 176,356 768
Consumer 110,006 91,418 90,501 49 672 107,282
Total Charge-offs 455,619 369,152 1,276,210 710,593 295,286
Recoveries of loans previously
charged off:
Commercial, financial and
agricultural 26,802 176,843 30,000 9,119 9,724
Real estate:
Commercial 7,722 — — — —
Residential 275 150 2,154 — —
Total real estate 7,997 150 2,154 — —
Consumer 5,914 16,818 5,728 28,625 4,939
Total recoveries 40,713 193,811 37,882 37,744 14,663
Net charge—offs 414,906 175,341 1,238,328 672,849 280,623
Provision for loan losses 600,000 630,000 1,321,000 1,017,870 646,623
Balance at end of year $2,409,446 $2,224,352 $1,769,693 $1,687,021 $1,342,000
Net loan charge-offs as a percent
of average total loans .20% .09% .67% .43% .22%

During 2002, West Pointe recorded net charge-offs of $414,906 compared to net charge-offs of
$175,341 in 2001, The increase in 2002 was primarily the result of charge-offs in the commercial
real estate segment of the portfolio, coupled with a reduction in recoveries in the commercial,
financial and agricultural segment of the loan portfolio. Net charge-offs in the commercial,
financial and agricultural category totaled $193,788 in 2002 compared to net charge-offs of $15,685
in 2001. Net charge-offs in the real estate category totaled $117,026 in 2002 compared to net
charge-offs of $85,056 in 2001. Net charge-offs in the consumer category totaled $104,092 in 2002
compared to net charge-offs of $74,600 in 2001. Net charge-offs in all categories related to several
borrowers. Net loan charge-offs as a percent of average total loans increased to .20% in 2002
compared to .09% in 2001.

West Pointe’s allowance for loan losses at December 31, 2002, increased 8.3% to $2,409,446
from $2,224,352 at December 31, 2001. The increase was primarily due to the increased level of
net charge-offs offset by a modest reduction in the provision for loan losses. At year-end 2002,
West Pointe’s allowance for loan losses represented approximately 139% of nonperforming loans
compared to 201% at year-end 2001. Management believes that the allowance for loan losses at
December 31, 2002 was adequate to absorb potential losses inherent in the loan portfolio.
However, past loan loss experience as it relates to current portfolio mix, evaluation of potential
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losses in the portfolio, subsequent changes in economic conditions and other factors may require
changes in the level of the allowance for loan losses.

The following table sets forth the allocation of the allowance for loan losses by loan category
and the percent of loans in each category to total loans for the last five years.

December 31,

2002 2001 2000 1999 1998
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in each in each in each in each in each
Category Category Category Category Category
to Total to Total to Total ta Total to Total

Allowance(1) Loans Allowance(1) Loans Allowance(1) Loans Allowance(1) Loans Allowance(1) Loans

Commercial,

financial and

agricultural $1,210,000 26.9% $1,280,000 24,2% $ 900,000 24.2% $ 393,000 25.5% $ 527,000 30.5%
Real estate:

Commercial 249,000 38.5 377,000 37.6 268,000 37.2 490,000 35.2 296,000 315

Residential 486,000 24.1 324,000 27.5 174,000 27.2 471,000 27.0 233,000 24.7

Construction 31,000 5.2 49,000 4.9 27,000 5.3 49,000 6.4 37,000 6.6

Total real

estate 766,000 67.8 750,000 70.0 469,000 69.7 1,010,000 68.6 566,000 62.8

Consumer 262,000 5.3 151,000 5.8 122,000 6.1 232,000 5.9 204,000 6.7

Not allocated 171,000 N/A 43,000 N/A 279,000 N/A 50,000 N/A 45,000 N/A
Total $2,409,000 100.0% $2,224,000 100.0% $1.770,000 100.0% $1,687.000 100.0% $1,342,000 100.0%

N/A — Not applicable

(1) Amounts rounded to nearest thousand.

CAPITAL RESOURCES AND ASSET/LIABILITY MANAGEMENT
Capital

Total stockholders’ equity increased $5,151,981 to $28,539,703 at December 31, 2002 from
$23,387,722 at December 31, 2001.

During the third quarter of 2001, the Company adopted a Dividend Reinvestment Plan (“the
DRIP”). The DRIP provides holders of the Company’s common stock with a convenient method of
purchasing additional shares of common stock without fees of any kind by reinvesting Company
dividends. Participants in the DRIP also have the option to purchase additional shares of the
Company’s common stock with cash. These optional cash purchases must be at least $100 and no
more than $5.000 per quarterly reinvestment period. The Company has registered 50,000 shares of
common stock with the Securities and Exchange Commission in connection with the DRIP,

Financial institutions are required to maintain ratios of capital to assets in accordance with
guidelines promulgated by the federal banking regulators. The guidelines are commonly known
as “Risk-Based Guidelines” as they define the capital level requirements of a financial institution
based upon the level of credit risk associated with holding various categories of assets. The Risk-
Based Guidelines require minimum ratios of Tier 1 and Total capital to risk-weighted assets of 4%
and 8%, respectively. At December 31, 2002, West Pointe’s Tier 1 and Total capital ratios were
10.02% and 10.93%, respectively. In addition to the Risk-Based Guidelines, the federal banking
agencies have established a minimum leverage ratio guideline for financial institutions (the
“Leverage Ratio Guideline” ). The Leverage Ratio Guideline provides for a minimum ratio of Tier
1 capital to average assets of 4%. West Pointe’s leverage ratio at December 31, 2002, was 6.49%.
According to the regulatory guidelines, West Pointe is considered to be “well capitalized.” See
“Notes to Consolidated Financial Statements — Regulatory Matters” for additional information
concerning West Pointe’s regulatory capital measures.
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Asset/Liability Management

West Pointe’s asset/liability strategy is to minimize the sensitivity of its net interest margin as
a consequence of changes in interest rates. West Pointe’s asset/liability management committee
reviews asset and liability repricing in the context of current and possible future interest rate
scenarios affecting the economy in its market territory. The asset/liability committee is com-
prised of executive officers of the Bank from all major functional areas of West Pointe.

As assets and liabilities tend to become more rate sensitive, whether due to customer
demands or West Pointe’s initiatives, it becomes more important that rates earned are matched
with rates paid and that repricing dates are matched so the next earning interval will have both
components at current rates. Assets and liabilities that mature or are repriced in one year or less
are considered in the financial services industry to be “rate sensitive.” This means that as rates in
the marketplace change, the rates on these assets or liabilities will be impacted soon after.
Assuming a reasonably balanced rate sensitivity position, increasing rates will result in more
interest income and more interest expense. Conversely, declining rates will result in less interest
income and less interest expense.

The following table reflects an analysis of interest earning assets and liabilities, all of which
are held other than for trading purposes, at December 31, 2002, allocated over various time frames
in which the instruments are subject to repricing. Based on the Company’s historical trends,
interest bearing demand deposits, money market deposits and savings deposits have been proven
to be a very stable source of funds, even through interest rate fluctuations. Accordingly, Company
management believes these depaosits are not 100% rate sensitive within the three months or less
time frame. As a result, interest bearing demand and savings deposits have been allocated
between the four repricing categories as follows; three months or less — 20%, after three through
twelve months — 20%, after one through five years — 40%, and after five years — 20%. Money
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market deposits have been allocated between the categories as follows: after three through
twelve months — 50% and after one through five years — 50%.

After After f
Three Three Months One Year
Months Through Through After
or Less Twelve Months  Five Years Five Years Total
Interest earning assets:
Interest bearing due from banks $ 11,813,253  $ — % — 3 — $ 11,813,253
Investment securities (1) 26,099,026 33,551,065 56,637,784 30,463,580 146,751,455
Loans({2) 69,285,658 33,505,822 113,753,971 5,035,847 221,581,298
Total interest earning assets 107,197,937 67,056,887 170,391,755 35,499,427 380,146,006
Cumulative interest earning assets 107,197,937 174,254,824 344,646,579 380,146,006 380,146,006
Interest bearing liabilities:
Interest bearing demand deposits 5,976,410 5,976,410 11,952,820 5,976,410 29,882,050
Money market deposits — 19,467,046 19,467,045 — 38,934,091
Savings deposits 13,007,206 13,007,206 26,014,411 13,007,205 65,036,028
Time deposits $100,000 or more 20,303,983 28,666,966 10,417,731 — 59,388.680
Time deposits less than $100,000. 28,285,835 72,415,677 16,443,215 — 117.144,727
Repurchase agreements 16,941,583 2,351,511 2,399,184 — 21,692,278
Other borrowings 1,537,100 — — — 1,537,100
Federal Home Loan Bank Advances{3) 5,000,000 — — — 5,000,000
Total interest bearing liabilities 91,052,117 141,884,816 86,694,406 18,983,615 338,614,954
Cumulative interest bearing liabilities 91,052,117 232,936,933 318,631,339 338,614,954 338,614,954
Gap analysis:
Interest sensitivity gap $ 16,145,820 $(74,827,929) % 83,697,349 $ 16,515,812 $ 41,531,052
Cumulative interest sensitivity gap $ 16,145,820 $(58,682,1098) % 25,015,240 §$ 41,531,052 $ 41,531,052
Cumulative gap ratio of interest earning
assets to interest bearing liabilities 118% 75% 108% 112% 112%

(1) Equity securities have no stated maturity and are, therefore, included in the “after five years” column. Fixed rate
mortgage-backed securities are reported based upon their projected average lives. Floating rate mortgage-backed
securities are reported based upon their next repricing date.

(2) Nonaccrual loans are reported in the “after one year through five years” column.

(3) The FHLB advance is callable on a quarterly basis and matures in 2004.

The Company measures and manages its interest rate risk sensitivity on a regular basis to
stabilize earnings in changing interest rate environments. The Company evaluates its interest rate
risk sensitivity position to determine that the level of risk is commensurate with the rate of
return. The methods used to provide insight into the level of risk exposure indicate that the
Company is currently within interest rate risk guidelines set by management and that such risk is
at a manageable level. While the Company does have some exposure to changing interest rates,
management believes that the Company is positioned to protect earnings throughout changing
interest rate environments.

The Company’s net interest income is affected by changes in the absolute level of interest
rates. The Company’s interest rate risk position is liability-sensitive; i.e., liabilities are likely to
reprice faster than assets, resulting in a decrease in net interest income in a rising rate
environment. Conversely, net interest income should increase in a falling rate environment.

Because the interest rate sensitivity analysis does not encompass other factors which affect
interest rate risk, the Company employs the use of a simulation model to measure exposure to
changes in interest rates. Modeling techniques encompass contractual maturity, prepayment
assumptions covering interest rate increases and decreases and index-driven repricing character- .
istics. The model projects changes in net interest income over a one-year period should interest
rates rise, fall or remain constant. These effects are analyzed assuming interest rate increases or
decreases of 100 and 200 basis points. The model also incorporates key assumptions involving
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West Pointe’s ability to control and direct deposit rates, particularly on non-maturity categories.
As of December 31, 2002, the simulation model indicates that, over a twelve month horizon, net
interest income, in a falling rate environment at the 100 and 200 basis point levels would decline,
when compared to a constant rate environment. In a rising rate environment, net interest income
would increase.

For additional information regarding the interest rates applicable to certain of the Company’s
interest sensitive assets and liabilities, see the discussion of “Results of Operations — Net Interest
Income” including the table entitled “Distribution of Average Assets, Liabilities and Stockhold-
ers’ Equity and Interest Information” at page 6, the discussion of “Financial Condition —
Securities” including the table regarding the maturities and weighted average yields of certain
securities at page 17, the discussion of “Financial Condition — Deposits” including the table
regarding average deposits and the weighted average interest rates paid on such deposits at
page 19, the discussion of “Financial Condition — Borrowings” including the table summarizing
certain information pertaining to short-term borrowings at page 20. For additional information
categorizing certain of the Company’s loans as either fixed or variable, see the discussion of
“Financial Condition — Loans” including the table regarding “Interest Sensitivity” at page 14. For
additional information regarding the fair value of certain of the Company’s interest sensitive
instruments, see “Fair Value of Financial Instruments’ at Note 17 to the Consoclidated Financial
Statements at page 49.

IMPACT OF ACCOUNTING PRONOUNCEMENTS
Accounting for Costs Associated with Exit or Dispesal Activities

In June 2002, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 146,
“Accounting for Costs Associated with Exit or Disposal Activities.” This statement addresses
financial accounting and reporting for costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force (EITF) Issue No. 94-3, “Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a
Restructuring).” This statement is effective for exit or disposal activities that are initiated after
December 31, 2002. Adoption of this statement is not expected to have a material effect on the
Company’s consolidated financial statements.

Acquisitions of Certain Financial Institutions

In October 2002, FASB issued SFAS No. 147, “Acquisitions of Certain Financial Institutions,”
which amends SFAS No. 72, “Accounting for Certain Acquisitions of Banking or Thrift Institu-
tions,” and FASB Interpretation No. 9, “Applying APB Opinions No. 16 and 17 When a Savings
and Loan Association or a Similar Institution Is Acquired in a Business Combination Accounted
for by the Purchase Method.” Except for transactions between two or more mutual enterprises,
SFAS No. 147 removes acquisitions of financial institutions from the scope of both SFAS No. 72
and Interpretation No. 9 and requires that those transactions be accounted for in accordance with
SFAS No. 141, “Business Combinations,” and No. 142, “Goodwill and Other Intangible Assets.” In
addition, SFAS No. 147 amends SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets,” to include in its scope long-term customer relationship intangible assets of
financial institutions such as depositor and borrower relationship intangible assets and credit
cardholder intangible assets. Those intangible assets are subject to the same undiscounted cash
flow recoverability test and impairment loss recognition and measurement provisions that SFAS
No. 144 requires for other long-lived assets that are held and used.

The effective date of SFAS No. 147 was October 1, 2002, with earlier application relating to
previously recognized unidentifiable intangible assets permitted. The statement’s adoption did
not have a significant impact on the Company’s financial position or results of operations.
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Accounting for Stock-Based Compensation — Transition and Disclosure

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensa-
tion — Transition and Disclosure,” which amends SFAS No. 123, “Accounting for Stock-Based
Compensation.” SFAS No. 148 provides alternative methods of transition for a voluntary change
to the fair value based method of accounting for stock-based employee compensation. In addition,
SFAS No. 148 amends the disclosure requirements of SFAS No. 123 to require more prominent
and more frequent disclosures in financial statements about the effects of stock-based
compensaticn.

Under the provisions of SFAS No. 123, companies that adopted the fair value based method
were required to apply that method prospectively for new stock option awards. This contributed
to a “ramp-up” effect on stock-based compensation expense in the first few years following
adoption, which caused concern for companies and investors because of the lack of consistency in
reported results. To address that concern, SFAS No. 148 provides two additional methods of
transition that reflect an entity’s full complement of stock-based compensation expense immedi-
ately upon adoption, thereby eliminating the ramp-up effect.

SFAS No. 148 requires that the data be presented more prominently and in a more user-
friendly format in the footnotes to the financial statements. In addition, SFAS No. 148 requires
that this information be included in interim as well as annual financial statements.

The annual disclosure provisions of SFAS No. 148 are now effective for the Company and the
interim disclosure provisions are effective for financial reports containing financial statements for
interim periods beginning in 2003.

28




QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

First Second Third Fourth
Quarter Quarter Quarter Quarter
2002
Interest income $5,303,913 $5,578,080 $5,693,589 $5,479,464
Interest expense 2,276,640 2,307,529 2,334,351 2,250,385
Net interest income 3,027,273 3,270,551 3,359,238 3,229,079
Provision for loan losses 150,000 150,000 150,000 150,000
Noninterest income 1,078,315 959,422 999,016 1,130,089
Noninterest expense 2,611,584 2,696,948 2,858,447 3,072,171
Income tax expense 413,000 388,500 366,500 272,400
Net income $ 031,004 $ 994,525 $ 983,307 $ 864,597
Per common share
Net income:
Basic $ 96 % 1.02 $ 1.01 % .89
Diluted .94 1.00 .99 .86
Dividends .10 .10 12 12
2001
Interest income $6,175,368 $6,101,766 $6,002,960 $5,750,187
Interest expense 3,859,295 3,636,233 3,303,874 2,843,776
Net interest income 2,316,073 2,465,533 2,699,086 2,906,411
Provision for loan losses 116,000 188,000 188,000 138,000
Noninterest income 991,610 866,089 925,876 897,962
Noninterest expense 2,335,412 2,412,868 2,508,699 2,565,265
Income tax expense 193,400 162,000 240,200 311,500
Net income $ 662,871 $ 568,754 $ 688,063 $ 789,608
Per common share
Net income:
Basic $ 68 § 58 % 70§ .80
Diluted .67 .58 .70 .79
Dividends .09 .09 .09 .09

During the second quarter of 2001, West Pointe’s Board of Directors authorized a two-for-one
stock split effected in the form of a 100% stock dividend. The stock dividend was distributed on
July 2, 2001 to shareholders of record as of June 14, 2001. The information set forth in the above
table reflects that transaction on a retroactive basis.
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independent Auditors’ Report

Board of Directors
West Pointe Bancorp, Inc.
Belleville, Illinois

We have audited the accompanying consolidated balance sheets of West Pointe Bancorp, Inc.
and subsidiary (“the Company’') as of December 31, 2002 and 2001, and the related consolidated
statements of income, comprehensive income, stockholders’ equity and cash flows for the three
vears ended December 31, 2002. These consolidated financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of West Pointe Bancorp, Inc. and subsidiary as of
December 31, 2002 and 2001, and the results of its operations and its cash flows for each of the
years in the three year period ended December 31, 2002, in conformity with accounting principles
generally accepted in the United States of America.

Gl Brown Lymatoow § B LLP

St. Louis, Missouri
January 16, 2003
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West Pointe Bancorp, Inc. and Subsidiary

CONSCLIDATED BALANCE SHEETS

Assets
December 31,
2002 2001
Cash and due from banks $ 10,660,773 $ 11,162,097
Interest bearing due from banks 11,813,253 9,119,540

Investment securities:
Available-for-sale, at fair value (cost of $143,220,825 and
$128,272,156 at December 31, 2002 and 2001, respectively)
Loans
Allowance for loan losses

146,751,455 128,728,724
221,581,298 200,403,739
(2,409,446)  (2,224,352)

Net loans
Accrued interest receivable
Real estate acquired by foreclosure
Bank premises and equipment
Income taxes receivable
Deferred tax asset, net
Other assets

219,171,852 198,179,387

2,086,560 2,055,512
365,000 156,153
11,712,031 11,777,085
961,133 —
— 421,890
8,296,332 5,113,605

Total Assets

$411,818,589  $366,713,993

Liabilities and Stockholders’ Equity
Liabilities
Deposits:
Noninterest bearing
Interest bearing

$ 40,604,261 $ 37,542,385
310,385,576 284,558,338

Total deposits
Securities sold under agreements to repurchase
Other borrowings
Federal Home Loan Bank advances
Accrued interest payable
Income taxes payable
Deferred tax liability, net
Other liabilities

350,989,837 322,100,723
21,692,278 12,237,129

1,537,100 1,487,500
5,000,000 5,000,000
874,845 1,130,922
—_ 147,855
1,568,717 —
1,616,109 1,222,142

Total Liabilities

383,278,886 343,326,271

Stockholders’ Equity

Preferred stock, $1 par value — 50,000 shares authorized; none
issued or outstanding at December 31, 2002 or 2001

Common stock, $1 par value — 10,000,000 shares authorized;
995,835 and 989,599 shares issued at December 31, 2002 and
2001, respectively

Surplus

Retained earnings

Treasury stock, 17,750 and 6,250 shares at December 31, 2002
and 2001, respectively, at cost

Accumulated other comprehensive income

995,835 989,599
13,005,154 12,798,975
12,998,298 9,653,576

(648,575) (337,500)
2,188,991 283,072

Total Stockholders’ Equity

28,539,703 23,387,722

Total Liabilities And Stockholders’ Equity

$411,818,58% $366,713,993

See the accompanying notes to consolidated financial statements.
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West Pointe Bancorp, Inc. and Subsidiary

CONSOLIDATED STATEMENTS OF INCOME

For The Years Ended December 31,

2002 2001 2000
Interest And Fee Income
Interest and fees on loans $15,547,033 $16,692,988 $16,381,016
Interest on U.S. Treasuries and agencies 4,642,435 5,538,674 5,261,872
Interest on state and municipal obligations 1,644,769 1,321,270 1,607,010
Interest on federal funds sold 599 55,095 269,175
Interest on deposits with banks 220,210 422 254 26,552
Total Interest And Fee Income 22,055,046 24,030,281 23,545,625
Interest Expense
NOW, money market and savings deposits 1,895,852 3,131,220 3,897,516
Certificates of deposit 6,563,337 9,680,977 9,950,261
Securities sold under agreements to repurchase 355,796 441,422 489,942
Other borrowings 68,510 104,137 174,470
Federal Home Loan Bank advances 285,410 285,422 303,246
Total Interest Expense 9,168,905 13,643,178 14,815,435
Net Interest Income 12,886,141 10,387,103 8,730,190
Provision For Loan Losses 600,000 630,000 1,321,000
Net Interest Income After Provision For Loan
Losses 12,286,141 9,757,103 7,409,190
Noninterest Income
Service charges on deposits 1,402,894 1,289,456 997,942
Mortgage banking 560,440 307,912 207,346
Trust fees 602,528 552,241 395,279
Brokerage and insurance services 241,364 220,262 —
Credit card income 377,031 330,605 274,543
Increase in cash surrender value of life insurance 367,202 304,882 149,923
Gain on sale of investment securities, net 340,312 390,469 32,451
Other 275,071 285,710 324,692
Total Noninterest Income 4,166,842 3,681,537 2,382,176
Noninterest Expenses
Employee compensation and other benefits 5,669,694 5,030,777 4,101,680
Occupancy, net 764,036 741,577 565,704
Furniture and equipment 602,179 555,886 485,164
Legal and professional fees 732,493 489,209 459,399
Data processing 453,237 402,102 367,236
Advertising 379,345 325,355 308,516
Other 2,638,166 2,277,338 2,075,020
Total Noninterest Expenses 11,239,150 9,822,244 8,362,719
Income Before Income Taxes 5,213,833 3,616,396 1,428,647
Income Tax Expense {Benefit) 1,440,400 907,100 (101,800)
Net Income $ 3,773,433 $ 2,709,296 $ 1,530,447
Earnings Per Share — Basic $ 3.87 $ 276§ 1.56
Earnings Per Share — Diluted $ 3.79 $ 273 8 1.55
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West Pointe Bancorp, Inc. and Subsidiary

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For The Years Ended December 31,
2002 2001 2000

Net Income $3,773,433  $2,709,296  $1,530,447

Other Comprehensive Income, Net Of Tax:
Unrealized holding gains on securities available for
sale (net of income taxes of $1,297,462, $468,056
and $1,409,346 for 2002, 2001 and 2000,
respectively) 2,116,912 763,670 2,299,461
Less adjustment for realized gains included in net
income {net of income taxes of $129,319, $148,378,

and $12,331 for 2002, 2001 and 2000, respectively) (210,993) (242,091) {20,120)
Other Comprehensive Income 1,905,919 521,579 2,279,341
Comprehensive Income $5,679,352 $3,230,875 $3,809,788

See the accompanying notes to consolidated financial statements.
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West Pointe Bancorp, Inc. and Subsidiary

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
For The Years Ended December 31, 2002, 2001 And 2000

Accumulated

Preferred Stock Common Stock Retained Treasury Stock Com;()]rte};fernsive Sloczﬁghers'
Shares Amount Shares  Amount Surplus Earnings  Shares  Amount  Income (Loss) Equity
Balance —
January 1, 2000 $— 496,169 $496,169 $12,749.474 $ 6,589,927 6,250 $(337,500) $(2,517,848) $16,980,222
Issuance Of Common
Stock — 61 61 3,366 -— — — — 3,427
Dividends Paid — — — — (333,159) — — — (333,159)
Net Income — — — — 1,530,447 — — — 1,530,447
Other Comprehensive
Income — — — — — — — 2,279,341 2,279,341
Balance —
December 31, 2000 — 496,230 496,230 12,752,840 7,787,215 6,250  (337.500) (238,507) 20,460,278
Two-For-One Stock Split
Effected In The Form
Of A 100% Stock
Dividend, Net — 490,013 490,013 — (490,013) — — — —
Issuance Of Common
Stock — 3,356 3,356 46,135 — — — — 49,491
Dividends Paid — — — — (352,922) — — — (352,922)
Net Income — — — — 2,709,296 — —_ — 2,709,286
Other Comprehensive
Income — — — — — — — 521,579 521,579
Balance —
December 31, 2001 — 989,599 989,599 12,798,975 9,653,576 6,250 (337,500} 283,072 23,387,722
Purchase Of Treasury .
Stock — — — — — 11,500 (311,075) — (311,075}
Issuance Of Common
Stock — 6,236 6,236 206,179 — — — — 212,415
Dividends Paid — — — —  (428711) — — — (428,711)
Net Income — — — — 3,773,433 — — — 3,773,433
Other Comprehensive
Income — — — — — — — 1,905,919 1,905,919
Balance —
December 31, 2002 $§— 995,835 $995835 $13,005,154 $12,998,2908 17,750 $(648,575) $ 2,188,991 $28,539,703

See the accompanying notes

to consolidated financial statements.
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West Pointe Bancorp, Inc. and Subsidiary

CONSOLIDATED STATEMENTS OF CASH FLOWS

For The Years Ended December 31,

2002 2001 2000
Cash Flows From Operating Activities
Net income $ 3,773,433 $ 2,709,296 $ 1,530,447
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization 650,977 627,463 526,823
Net amortization (accretion) on investment securities 958,262 53,865 (214,096)
Gain on sale of investment securities, net (340,312) (390,469) {32,451)
Gain on sale of loans (516,670) (286,080) (189,624)
Deferred income tax 822,464 (20,191) (80,214)
Federal Home Loan Bank stock dividends (347,300) (169,300) (41,600)
Provision for loan losses 600,000 630,000 1,321,000
Change in:
Accrued interest receivable (31,048) 882,362 (835,555 )
Accrued interest payable (256,077) (331,995) 325,518
Mortgage loans held for sale (674,332) (1,006,868) 596,120
Other assets and other liabilities (416,614) 674,055 (269,136)
Net Cash Provided By Operating Activities 4,222,783 3,372,138 2,637,232
Cash Flows From Investing Activities
Decrease in time certificates of deposit — 100,000 167,389
Proceeds from sales of investment securities available for sale 24,698,994 24,297,775 26,765,836
Proceeds from maturities of investment securities available for
sale 39,552,943 70,167,152 27,512,135
Purchases of investment securities available for sale (79,471,256) (102,978,069) (60,556,197)
Net increase in loans (20,796,463) (9,929,023) (17,030,187)
Purchases of life insurance policies (3,096,860) — (3,482,100)
Increase in cash surrender value of life insurance (367,202) (304,882) (149,923)
Sales of real estaie acquired by foreclosure 186,153 40,259 373,500
Purchases of bank premises and equipment (603,195) (228,662)  {3,840,967)

Net Cash Used In Investing Activities

(39,896,886)

(18.835,450)

(30,240,514 )

Cash Flows From Financing Activities

Net increase in noninterest bearing deposits 3,061,876 6,372,759 3,819,008
Net increase in interest bearing deposits 25,827,238 13,948,843 18,817,798
Net increase in securities sold under agreements to repurchase 9,455,149 2,428,813 2,870,116
Increase (decrease) in other borrowings 49,600 (200,000) (150,000)
Proceeds from FHLB advances — — 5,000,000
Repayments of FHLB advances — — (5,000,000}
Proceeds from issuance of common stock 212,415 49,491 3,427
Purchase of treasury stock (311,075) — —
Dividends paid (428,711) (352,922) (333,159)
Net Cash Provided By Financing Activities 37,866,492 22,246,984 25,027,190
Net Increase (Decrease) In Cash And Cash Equivalents 2,192,389 6,783,672 (2,576,092)
Cash And Cash Equivalents — Beginning Of Year 20,281,637 13,497,965 16,074,057
Cash And Cash Equivalents — End Of Year $ 22,474,026 20,281,637 $ 13.497,965
Supplemental Disclosure Of Cash Flow Information
Interest paid $ 9,424,982 13,975,173 $ 14,489,917
Income taxes paid 1,726,924 406,513 311,000
Noncash investing and financing activities:
Investment securities transferred to available for sale — 2,821,121 —
Transfer of loans to real estate acquired by foreclosure 395,000 85,000 128,850

See the accompanying notes to consolidated financial statements.
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West Pointe Bancorp, Inc. and Subsidiary

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Operations and Summary Of Significant Accounting Policies
General

The accompanying consolidated financial statements of West Pointe Bancorp, Inc. (“the
Company”), and its wholly-owned subsidiary, West Pointe Bank And Trust Company (“the
Bank’'), have been prepared in accordance with accounting principles generally accepted in the
United States of America and conform to practices prevalent among financial institutions.

The Bank is an Ilinois banking organization which operates from five community banking
locations in Ilinois. The Bank provides a full range of banking services in a single significant
business segment, to individual and corporate customers in the St. Louis, Missouri metropolitan
area. The Bank is subject to intense competition from other financial institutions. The Bank also is
subject to the regulations of certain federal and state agencies and undergoes periodic examina-
tion by those regulatory authorities.

Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-
owned subsidiary. All intercompany balances have been eliminated in consolidation.

Accounting Reclassifications

Certain 2001 and 2000 amounts have been reclassified where appropriate to conform to the
consolidated financial statement presentation used in 2002,

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reported period. Actual results could differ from those estimates.

Material estimates that are particularly susceptible to significant change relate to the
determination of the allowance for loan losses and the valuation of real estate acquired in
connection with foreclosures or in satisfaction of loans. In connection with the determination of
the allowance for loan losses and the valuation of real estate acquired by foreclosure, manage-
ment obtains independent appraisals for significant properties.

Cash And Cash Equivalents

For purposes of the consolidated statements of cash flows, noninterest bearing due from bank
balances, interest bearing due from bank balances and federal funds sold are considered to be
cash equivalents.

Investment Securities

The Company classifies its investment securities as either available for sale or held to
maturity. As of December 31, 2002 and December 31, 2001, all of West Pointe’s investment
securities were classified as available for sale.
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Held-to-maturity securities are those debt securities in which the Company has the ability
and intent to hold until maturity. All other debt securities not included in held to maturity and all
equity securities are classified as available for sale. Held-to-maturity securities are recorded at
amortized cost, adjusted for amortization of premiums and discounts.

Available-for-sale securities, which include any security for which the Company has no
immediate plan to sell but which may be sold in the future, are carried at fair value. Realized
gains and losses, based on amortized cost of the specific security, are included in other income.
Unrealized gains and losses are recorded, net of related income tax effects, in stockholders’
equity.

Premiums and discounts are amortized over the lives of the respective securities as an
adjustment to yield using a method which approximates level yield. Dividend and interest
income are recognized when earned. Realized gains and losses are included in earnings and are
derived using the specific-identification method for determining the cost of the securities sold.

Mortgage Loans Held For Sale

Mortgage loans held for sale are carried at the lower of cost or fair value, determined using an
aggregate basis. Write-downs to fair value are recognized as a charge to earnings at the time the
decline in value occurs. Gains and losses resulting from sales of mortgage loans are recognized
when the respective loans are sold to investors. Gains and losses are determined by the difference
between the selling price and the carrying amount of the loans sold, net of discounts collected or
paid and considering a normal servicing rate. Fees received from borrowers to guarantee the
funding of mortgage loans held for sale and fees paid to investors to ensure the ultimate sale of
such mortgage loans are recognized as income or expense when the loans are sold or when it
becomes evident that the commitment will not be used.

Loans

Loans are carried at cost, as management has determined the Company has the ability to hold
them to maturity and because it is management’s intention to hold loans receivable for the
foreseeable future. Interest is credited to income as earned; however, interest receivable is
accrued only if deemed collectible. Loans are considered past due when payments have not been
received as scheduled under contractual terms. Loans are placed on nonaccrual status when
management believes that the borrower’s financial condition, after consideration of economic
conditions and collection efforts, is such that collection of principal and/or interest is doubtful.
Payments received on nonaccrual loans are recorded as principal reductions. A loan remains on
nonaccrual status until the loan is current as to payment of both principal and interest and
management determines that the financial condition of the borrower has improved to the extent
that both principal and interest are deemed collectible.

A loan is considered impaired when it is probable the Company will be unable to collect all
amounts due, both principal and interest, according to the contractual terms of the loan
agreement. When measuring impairment, the expected future cash flows of an impaired loan are
discounted at the loan’s effective interest rate. Alternatively, impairment can be measured by
reference to an observable market price, if one exists, or the fair value of the collateral for a
collateral-dependent loan. Regardless of the historical measurement method used, the Company
measures impairment based on the fair value of the collateral when it determines foreclosure is
probable. Additionally, impairment of loans for which terms have been modified in a trouble-debt
restructuring is measured by discounting the total expected future cash flows at the loan’s
effective rate of interest as stated in the original loan agreement.

The Company applies the recognition criteria for impaired loans to restructured loans and all
nonaccrual multi-family residential loans, commercial real estate loans and commercial loans.
Smaller balance, homogeneous loans, including one-to-four family residential loans and
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consumer loans, are collectively evaluated for impairment. Interest income on impaired loans is
recognized on a cash basis.

Allowance For Loan Losses

The balance in the allowance is at a level considered adequate to provide for potential loan
losses based on management’s evaluation of the anticipated impact on the loan portfolio of
current economic conditions, changes in the character and size of the portfolio, past and expected
future loss experience of similar banks and other pertinent factors. Credits deemed uncollectible
are charged to the allowance. Provisions for credit losses and recoveries on loans previously
charged off are added to the allowance. Regulatory agencies, as a regular and integral part of their
examination process, periodically review the Company’s allowance for loan losses. Such agencies
may require the Company to recognize additions to the allowance based on their judgment of
information available to them at the time of their examination.

Real Estate Acquired By Foreclosure

Real estate acquired by foreclosure is held for sale and is initially recorded on an individual
property basis at estimated fair value, less cost to sell, on the date of foreclosure, thus establishing
a new cost basis. Subsequent to foreclosure, real estate is periodically evaluated by management
and a valuation allowance is established if the estimated fair value, less costs to sell, of the
property declines. Subsequent increases in fair value are recorded through a reversal of the
valuation allowance, but not below zero. Revenue and expenses from operations and changes in
the valuation allowance are included in other expenses.

Profit on sales of foreclosed real estate is recognized when title has passed, minimum down
payment requirements have been met, the terms of any notes received by the Company are such
to satisfy continuing payment requirements and the Company is relieved of any requirement for
continued involvement in the real estate. Otherwise, recognition of profit is deferred until such
criteria are met.

Bank Premises And Equipment

Bank premises and equipment are stated at cost, less accumulated depreciation and amortiza-
tion computed using straight-line and accelerated methods. The assets are depreciated over the
following periods:

Buildings and leasehold improvements 39 years
Furniture and equipment 5-10 years

Securities Sold Under Agreements To Repurchase

The Company enters into sales of securities under agreements to repurchase (repurchase
agreements) at a specified date. Such repurchase agreements are considered financing arrange-
ments, and, accordingly, the obligation to repurchase securities sold is reflected as a liability in
the consolidated balance sheets. Repurchase agreements are collateralized by investment
securities.

Advertising

Advertising costs are expensed when incurred. Advertising expenses for the years ended
December 31, 2002, 2001 and 2000 amounted to $379,345, $325,355 and $308,516, respectively.
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Income Taxes

The Company and its subsidiary file a consolidated federal income tax return. Income taxes
are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or
settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
income in the period that includes the enactment date.

Stock Option Plan

The Company has a stock-based employee compensation plan, which is described more fully
in Note 13. The Company accounts for this plan under the recognition and measurement
principles of APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and related
Interpretations. No stock-based employee compensation cost is reflected in net income, as all
options granted under those plans had an exercise price equal to the market value of the
underlying common stock on the grant date. The following table illustrates the effect on net
income and earnings per share if the Company had applied the fair value recognition provisions
of FASB Statement No. 123, “Accounting for Stock-Based Compensation,” to stock-based em-
ployee compensation:

Year Ended December 31

2002 2001 2000

Net income, as reported $3,773,433 $2,709,296 $1,530,447
Less: Total stock-based employee compensation cost

determined under the fair value based method, net of

income taxes (174,351) (139,825) (74,429)

Pro forma net income $3,599,082 $2,569,471 $1,456,018

Earnings per share:

Basic — as reported $ 387 $ 276 8 1.56

Basic — pro forma 3.69 2.62 1.49

Diluted — as reported 3.79 2.73 1.55

Diluted — pro forma 3.62 2.59 1.47

Earnings Per Share

Basic earnings per share (EPS) is computed by dividing income available to common
stockholders by the weighted average number of common shares outstanding for the period. The
computation of diluted EPS is similar except diluted EPS reflects the potential dilution that could
occur if securities or other contracts to issue common stock were exercised or converted into
common stock or resulted in the issuance of common stock that then shared in the earnings of the
entity.
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2. Earnings Per Share

The computation of EPS is summarized as follows:

2002 2001 2000

Basic EPS:

Net income $3,773,433 $2,709,296 $1,530,447

Weighted average common shares outstanding 974,424 980,513 979,880

Basic EPS $ 387 § 276§ 1.56
Diluted EPS:

Net income $3,773,433 $2,709,296 $1,530,447

Weighted average common shares outstanding 974,424 980,513 979,880

Dilutive pctential due to stock options 19,978 11,670 7,402

Weighted average number of common shares and

dilutive potential common shares outstanding 994,402 992,183 987,282
Diluted EPS $ 379 $ 273§ 1.55

On June 13, 2001, the Company’s Board of Directors authorized a two-for-one stock split
effected in the form of a 100% stock dividend. The dividend was distributed on July 2, 2001 to
shareholders of record as of June 14, 2001. As a result of the stock split, the consolidated financial
statements reflect an increase in the number of issued shares of common stack and the transfer of
the par value of the additional shares from retained earnings. Treasury shares were not split. All
references to the number of shares (other than common stock issued on the December 31, 2000
consolidated balance sheet and the 2000 balances reflected on the consolidated statement of
stockholders’ equity ), per share amounts, cash dividends, and any other reference to shares in the
consolidated financial statements and these notes to consolidated financial statements, unless
otherwise noted, have been adjusted to reflect the split on a retroactive basis. Previously awarded
stock options have been adjusted or amended to reflect the split.

3. Restrictions on Cash and Due from Banks
The Company’s banking subsidiary is required to maintain average reserve balances with the

Federal Reserve Bank. The average amount of those reserve balances for the years ended
December 31, 2002 and 2001 was approximately $2,653,000 and $2,934,000, respectively.
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4. Investment Securities

Available For Sale

The amortized cost and fair value of available-for-sale investments in debt and equity

securities are summarized as follows:

December 31, 2002

Gross Gross

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
U.S. government agencies $ 9,054,112 $ 33,538 $ — § 9,087,650
Mortgage-backed securities 87,526,412 2,046,917 (26,026) 89,547,303

Obligations of states and political

subdivisions 37,330,501 1,476,201 — 38,806,702
Total Debt Securities 133,911,025 3,556,656 (26,026) 137,441,655
Equity securities 9,309,800 - — 9,309,800
$143,220,825 $3,556,656 $ (26,026) $146,751,455

December 31, 2001

Gross Gross

Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
U.S. government agencies $ 7,720,423 $ 144,633 $ (18,750) $ 7,846,306
Mortgage-backed securities 83,763,757 505,462 (245,721) 84,023,498

Obligations of states and political

subdivisions 30,500,476 198,514 (130,820) 30,568,170
Total Debt Securities 121,984,656 848,609 (395,291) 122,437,974
Equity securities 6,287,500 3,250 — 6,290,750
$128,272,156 $ 851,859 $(395,291) $128,728,724

Available-for-sale securities with a carrying value of approximately $80,587,000 and
$71,302,000, at December 31, 2002 and 2001, respectively, were pledged to secure public deposits

and for other purposes required or permitted by law.

The amortized cost and fair value of available-for-sale debt securities by contractual matur-
ity, are shown below. Actual maturities may differ from contractual maturities because borrowers
may have the right to call or prepay obligations with or without call or prepayment penalties. The
equity securities have no maturity dates and therefore, have been excluded.

December 31, 2002

Amortized Fair

Cost Value
Due in one year or less $ 559,000 $ 563,114
Due after one year through five years 13,824,177 14,040,449
Due after five years through ten years 24,356,323 25,409,537
Due after ten years 7,645,113 7,881,252
Mortgage-backed securities 87,526,412 89,547,303

$133,911,025

$137,441,655

Proceeds from sales of available-for-sale debt securities were $24,698,994, $24,297,775 and
$26,765,836 in 2002, 2001 and 2000, respectively.
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Gross realized gains and gross realized losses on sales of available-for-sale debt securities are
summarized as follows:

2002 2001 2000
Gross realized gains $345,232 $392,275 $ 46,435
Gross realized losses (4,920) (1,806) (13,984)

$340,312 $390,469 § 32,451

5. Loans

Loans consist of:

2002 2001

Commercial loans $ 59,685,132 $ 48,560,141
Commercial real estate loans 85,147,362 75,352,452
Real estate construction loans 11,552,620 9,816,970
Residential real estate loans 50,812,257 53,548,197
Consumer loans 11,766,777 11,699,831
Mortgage loans held for sale 2,617,150 1,426,148

Total Loans 221,581,298 200,403,739
Less: Allowance for loan losses 2,409,446 2,224,352

$219,171,852 $198,179,387

A summary of activity in the allowance for loan losses follows:

2002 2001 2000
Balance — beginning of year $2,224,352 $1,769,693 $1,687,021
Provision charged to operations 600,000 630,000 1,321,000
Charge-offs (455,619) (369,152) (1,276,210)
Recoveries 40,713 193,811 37,882
Balance — end of year $2,409,446 $2,224,352 $1,769,693

The following table lists information related to nonperforming loans:

2002 2001
Loans on nonaccrual status $ 796,349 $ 421,662
Accruing loans past due 90 days or more 940,555 370,080
Troubled debt restructurings — 314,230

$1,736,904 $1,105,972

Interest that would have been recognized on nonaccrual loans and
troubled debt restructurings in accordance with their original

terms $ 56,362 $ 64,600
Actual interest recorded for nonaccrual loans and troubled debt
restructurings 49,985 43,368
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A portion of the allowance for loan losses is allocated to loans deemed impaired. All impaired
loans are included in nonperforming loans. Information on these loans and their related allow-
ance for loan losses is as follows:

2002 2001 2000

Recorded Valuation Recorded Valuation Recorded  Valuation
Investment Allowance Investment Allowance Investment Allowance

Impaired loans:

Valuation allowance required $1,563,078 $198,711  $1,007,821 $130,641 $148,247 $148,000
No valuation allowance required — — — — — —
Total impaired loans $1,563,078 $198,711 $1,007,821 $130,641 $148,247 $148,000
Average balance of impaired loans during
the year $ 833,376 $ 621,274 $575,499
Interest income recognized on impaired
loans during the year 130,288 86,502 2,011
Cash basis interest received 114,574 59,803 1,400

6. Bank Premises And Equipment

Bank premises and equipment consist of:

2002 2001

Land $ 1,546,427 $ 1,546,427
Buildings 8,686,080 8,667,812
Leasehold improvements 683,198 683,198
Furniture and equipment 3,900,139 3,403,323
Automobiles 91,500 90,980
Construction in progress 56,209 16,768

14,963,553 14,408,508
Less: Accumulated depreciation and amortization 3,251,522 2,631,423

$11,712,031  $11,777,085

Depreciation and amortization expense for the years ended December 31, 2002, 2001 and 2000
amounted to $650,977, $627,463 and $526,823, respectively.

The Company is obligated under a long-term lease agreement for the Bank’s branch location
in Columbia, Illinois through November 2007 with four five-year options. The lease provides that
the Company may use and occupy the premises only for the purpose of maintaining and operating
a branch bank. The lease calls for monthly rental payments of $3,960.

Minimum lease payments at December 31, 2002 are due as follows:

Year Amount
2003 $ 47,520
2004 47,520
2005 47,520
2008 47,520
2007 43,560

$233,640

Rent expense for the years ended December 31, 2002, 2001 and 2000 amounted to $98,261,
$105,077 and $92,651, respectively.
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7. Deposits

Deposits consist of:

2002 2001
Noninterest bearing deposits:
Demand deposit accounts $ 40,604,261 $ 37,542,385
Interest bearing deposits:
Demand deposit accounts (NOW ) 29,882,050 28,207,167
Money market accounts 38,934,061 43,828,534
Savings 65,036,028 47,723,485
Certificates of deposit, $100,000 and over 59,388,680 52,471,328
Other certificates of deposit 117,144,727 112,327,824
Total interest bearing deposits 310,385,576 284,558,338 .
Total Deposits $350,989,837 $322,100,723

The scheduled maturities of time deposits were as follows:

Year Amount

2003 $131,128,783
2004 18,724,133
2005 6,539,546
2006 6,187,030
2007 13,953,915

$176,533,407

8. Securities Sold Under Agreements To Repurchase

Securities sold under agreements to repurchase (repurchase agreements) are treated as
financing arrangements and other obligations to repurchase securities sold are reflected as a
liability. The repurchase agreements generally mature within one year. The investment securities
underlying the repurchase agreements were held by a designated safekeeping agent.

The average balance and maximum amount outstanding at any month-end of repurchase
agreements for the years ended December 31, 2002, 2001 and 2000 is summarized as follows:

2002 2001 2000
Average balance outstanding $18,652,682 $11,539,892 $ 9,576,456
Maximum month-end balance outstanding $23,707,487 $14,915,710 $10,827,178

9. Other Borrowings

On December 7, 1999, the Company entered into a revolving line of credit with an
unaffiliated bank which provides for financing of up to $2,500,000 at a variable rate of interest.
The line of credit was payable on demand and has since been increased to $5,000,000. The
Company has extended the term of the line of credit such that if no demand for payment is made,
any outstanding principal balance is due on January 7, 2003, subsequently extended to January 7,
2004. The line of credit is secured by 350,000 shares of Bank common stock. At December 31, 2002
and 2001, advances on the line of credit totaled $1,537,100 and $1,487,500, respectively, and
interest rates were 3.75% and 4.25%, respectively.
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10. Federal Home Loan Bank Advances

Advances from the Federal Home Loan Bank of Chicago {(FHLB) totaled $5,000,000 at both
December 31, 2002 and 2001. In December 1999, the Company entered into an advance agreement
with the FHLB for $5,000,000. This FHLB advance has an interest rate of 5.63% and matures on
December 13, 2004. Beginning on December 13, 2000, the FHLB has the right to call the advance in
whole or in part on a quarterly basis until it matures. Advances from the FHLB are secured by a

blanket lien on qualifying first mortgage loans.

11. Income Taxes

The composition of income tax expense (benefit) is as follows:

2002 2001 2000
Current
Federal $ 507,522 $927,291 $ 189,414
State 110,414 —  (211,000)
617,936 927,291 (21,586)
Deferred
Federal 822,464  (20,191)  (80,214)
Income tax expense (benefit) $1,440,400 $907,100 $(101,800)

The components of deferred tax assets and deferred tax liabilities are summarized as follows:

2002 2001
Deferred tax assets:
Allowance for loan losses $ 637,975 $ 573,308
Alternative minimum tax credits 337,002 97,715
Deferred compensation 377,600 289,500
Total deferred tax assets 1,352,577 860,523
Deferred tax liabilities:
Depreciation on bank premises and equipment (1,349,947) (340,292)
Accumulated market discount (17,592} (21,204)
Available-for-sale securities market valuation (1,341,639) (173,496)
Federal Home Loan Bank stock dividends (212,116) —
Other — (3,641)
Total deferred tax liabilities (2,921,294) (538,633)
Net deferred tax asset (liability) $(1,568,717) $ 421,890

As of December 31, 2002, the company had $337,002 of alternative minimum tax credits

available to offset future federal income taxes. The credits have no expiration date.
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The following is a reconciliation of income tax expense to the amount computed at the

federal statutory rate of 34%:

2002 2001 2000
Amount % Amount % Amount %

Expected tax expense $1,772,703 34.0 $1,229,575 34.0 $ 485,740 34.0
Items affecting federal income

tax rate:

State income taxes 72,873 1.4 — — (139,260) (9.7)

Tax-exempt interest (536,085) {(10.3}) (381,884) (10.5) (444,321) (31.1)

Other 130,909 2.5 59,409 1.6 (3,959) (0.3)
Income tax expense (benefit) $1,440,400 27.6 $ 907,100 25.1 $(101,800) (7.1)

12. Employee Benefit Plans

During 1992, the Company established a qualified, noncontributory, trusteed Retirement
Savings Plan covering eligible full-time employees. The plan provides for contributions by the
Company in such amounts as the Board of Directors may annually determine. The Company is
under no obligation to make contributions to the plan. The employees may make voluntary
contributions subject to certain limitations. The Board of Directors approved the accrual of a
contribution to the Retirement Savings Plan in the amount of $84,000, $72,000 and $60,000 in
2002, 2001 and 2000, respectively.

In 1992, the Company established a deferred compensation plan for the Company’s Board of
Directors. The plan is being funded through life insurance policies purchased and owned by the
Company. The expense related to the deferred compensation plan totaled $153,813, $131,708 and
$118,455 in 2002, 2001 and 2000, respectively. The deferred compensation accrual is included in
other liabilities in the consolidated balance sheets and amounted to $839,029 and $685,216 at
December 31, 2002, and 2001, respectively.

In 2000, the Company established a deferred compensation plan for the Company’s president.
The plan is being funded through life insurance policies purchased and owned by the Bank. The
expense related to the deferred compensation plan totaled $78,031, $70,773 and $5,852 in 2002,
2001 and 2000, respectively.

In 2000, the Bank entered into an employment agreement with the Company’s chairman of
the board. The agreement provides that during his employment and for 15 years thereafter, he
will not engage in competition with the Bank, divert any client from the Bank or solicit a Bank
employee or otherwise engage in conduct adverse to the Bank. In consideration, the Bank will pay
him 50% of his annual base salary, for the calendar year ending prior to termination of
employment, for 15 years following termination of his employment. In the event of his death, the
Bank will pay 50% of his annual base salary to his wife until her death.

13. Stock Option Plan

During 1998, the Company adopted the 1998 Stock Option Plan (the Plan). The Plan was
amended in 2000 to increase the number of options that may be granted from 50,000 to 250,000
shares of common stock to directors and employees in key management positions to encourage
such directors and key employees to remain with the Company. Interest in the Plan for each
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participant vests in five equal installments from the date options are granted. The maximum term
of the options is 10 years. Activity within the Plan is summarized as follows:

2002 2001 2000
Weighted Weighted Weighted
Number Average Number Average Number  Average
of Exercise Of Exercise Of Exercise
Shares Price Shares Price Shares Price

Outstanding at January 1 135,000 $25.70 78,000 $23.15 50,000 $21.00
Granted —_ — 57,000 29.19 28,000 27.00
Exercised — — —_— — — —
Forfeited — — — — — —

QOutstanding at December 31 135,000 $25.70 135,000 $25.70 78,000 $23.15

At December 31, 2002, 2001 and 2000, 57,600, 30,600, and 15,000 stock options were
exercisable, respectively.

The following table summarizes information about stock options outstanding at December 31,
2002:

Outstanding Stock Options Exercisable Stock Options
Number of Weighted Average Number of Weighted
Options Remaining Years of ~ Weighted Average Options Average
Range of Exercise Prices  Outstanding Contractual Life Exercise Price Exercisable = Exercise Price
$20.00 — $30.25 135,000 7.19 $25.70 57,600 $23.70

The per share fair values of stock options granted in 2001 and 2000 were estimated on the
date of grant at $9.36 and $10.03, respectively, using the Black-Scholes option-pricing model. No
stock options were granted in 2002. The following assumptions were used to determine the per
share fair value of the stock options granted in 2001 and 2000: dividend yield of 1.3% for each
vear; risk-free interest rate of 5.0% and 6.6%, respectively; and an estimated life of 7 years for each
grant. The Company did not consider the expected volatility of its common stock over the
estimated life of the options granted in 2001 or 2000 since its common stock is not traded publicly.
The pro forma effect of applying SFAS No. 123 on net income and earnings per share is displayed
in Note 1.

14. Financial Instruments With Off-Balance Sheet Risk

The Company is a party to financial instruments with off-balance-sheet risk in the normal
course of business to meet the financing needs of its customers. These financial instruments
include commitments to extend credit and financial guarantees. These instruments involve, to
varying degrees, elements of credit and interest rate risk in excess of the amount recognized in
the consolidated balance sheets. Interest rate risk on commitments to extend credit results from
the possibility that interest rates may have moved unfavorably, from the position of the Company,
since the time the commitment was made. The contract or notional amounts of these instruments
reflect the extent of the Company’s involvement in particular classes of financial instruments.

The Company’s exposure to credit loss in the event of nonperformance by the other party to
the financial instrument for commitments to extend credit and financial guarantees written is
represented by the contractual amount of these instruments. The Company uses the same credit
policies in making commitments and conditional obligations as it does for on-balance-sheet
instruments. Commitments to extend credit are agreements to lend to a customer as long as there
is no violation of any condition established in the contract. Commitments generally have fixed
expiration dates or other termination clauses and may require payment of a fee. Since certain of
the commitments are expected to expire without being drawn upon, the total commitment
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amounts do not necessarily represent future cash requirements. The Company evaluates each
customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if deemed
necessary by the Company upon extension of credit, is based on management’s credit evaluation
of the counterparty. Collateral held varies but may include commercial real estate, accounts
receivable, inventory, equipment and residential real estate.

Standby letters of credit and financial guarantees written are conditional commitments
issued by the Company to guarantee the performance of a customer to a third party. These
guarantees are primarily issued to support contractual obligations of Bank customers. The credit
risk involved in issuing letters of credit is essentially the same as that involved in extending loan
facilities to customers.

At December 31, 2002 and 2001, the Company had outstanding commitments to extend credit
of approximately $40,251,000 and $29,301,000, respectively. In addition, the Company had
commitments on standby letters of credit of approximately $4,441,000 and $4,692,000 at Decem-
ber 31, 2002 and 2001, respectively.

15. Concentrations Of Credit

Substantially all of the Bank’s loans, commitments, and standby letters of credit have been
granted to customers in the Bank’s market area. The concentrations of credit by type of loan are
set forth in Note 5. The distribution of commitments to extend credit approximates the distribu-
tion of the loans outstanding. Standby letters of credit were granted primarily to commercial
borrowers.

16. Related Party Transactions

Certain executive officers and directors were indebted to the Company for loans in the
aggregate amount of $7,415,724 and $6,422,210 at December 31, 2002 and 2001, respectively.
Following is a summary of activity for 2002 of loans made by the Company to executive officers
and directors or to entities in which such individuals had a beneficial interest. Such loans were
made in the normal course of business on substantially the same terms, including interest and
collateral requirements, as those prevailing at the same time for comparable transactions with
unrelated parties and did not involve more than the normal risk of collectibility or present
unfavorable features.

Balance at January 1, 2002 $ 6,422,210

New loans 4,855,956

Payments received (3,862,442)

Balance at December 31, 2002 $ 7,415,724
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17. Fair Value Of Financial Instruments

The estimated fair values of the Company’s financial instruments were as follows:

December 31, 2002 December 31, 2001
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets:
Cash and cash equivalents $ 22,474,026 $ 22,474,026 $ 20,281,637 $ 20,281,637
Available for sale securities 146,751,455 146,751,455 128,728,724 128,728,724
Loans, net 219,171,852 222,111,658 198,179,387 199,345,221
Interest receivable 2,086,560 2,086,560 2,055,512 2,055,512
Financial liabilities:
Deposits 350,989,837 353,804,385 322,100,723 322,515,739
Securities sold under
agreements to repurchase 21,692,278 21,692,278 12,237,129 12,237,129
Other borrowings 1,537,100 1,537,100 1,487,500 1,487,500
FHLB advances 5,000,000 5,372,803 5,000,000 5,287,417
Interest payable 874,845 874,845 1,130,922 1,130,922

The following methods and assumptions were used to estimate fair value of each class of
financial instrument listed above:

Cash And Cash Equivalents

Cash and cash equivalents consist of cash and due from banks, interest bearing due from
banks, and federal funds sold. The carrying value is considered a reasonable estimate of fair value
of these financial instruments due to their short-term nature.

Investment Securities

Fair values are based on quoted market prices or dealer quotes.

Loans

The fair value of loans is estimated by discounting the future cash flows using the current
rates at which similar loans would be made to borrowers with similar credit ratings and for the
same remaining maturities. Loans with similar characteristics were aggregated for purposes of the
calculations. For homogeneous categories of loans, such as mortgage loans held for sale, fair value
is estimated using the quoted market prices for securities backed by similar loans, adjusted for
differences in loan characteristics.

Interest Receivable/Payable

The fair values of interest receivable/payable approximate carrying values due to their short-
term nature.

Deposits

The fair value of deposits with no stated maturity, such as noninterest bearing checking
accounts, NOW accounts, money market deposit accounts, and savings accounts, is equal to the
amount payable on demand at the reporting date. The fair value of certificates of deposit, all of
which have stated maturities, is based on the discounted value of contractual cash flows. The
discount rate is estimated using the rates currently offered for deposits of similar remaining
maturities.
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Securities Sold Under Agreements to Repurchase and Other Borrowings

The carrying value is considered a reasonable estimate of fair value of these financial
instruments due to original maturities generally not exceeding one year.

FHLB Advances

The fair value of FHLB advances is based on the discounted value of contractual cash flows.
The discount rate is estimated using rates currently available to the Company for similar terms to
maturity.

18. Regulatory Matters

The Company and the Bank are subject to various regulatory capital requirements adminis-
tered by the federal banking agencies. Failure to meet minimum capital requirements can initiate
certain mandatory — and possibly additional discretionary — actions by regulators that, if under-
taken, could have a direct material effect on the financial statements. Under capital adequacy
guidelines and the regulatory framework for prompt corrective action, the Company and the Bank
must meet specific capital guidelines that involve quantitative measures of the Company’s and
the Bank’s assets, liabilities, and certain off-balance-sheet items as calculated under regulatory
accounting practices. The Company’s and the Bank’s capital amounts and classification are also
subject to qualitative judgments by the regulators about components, risk weightings, and other
factors.

Quantitative measures established by regulation to ensure capital adequacy require the
Company and the Bank to maintain minimum amounts and ratios (set forth in the following
table) of Total and Tier I capital (as defined in the regulations) to risk-weighted assets (as
defined), and of Tier I capital to average assets (as defined). Management believes, as of
December 31, 2002, that the Company and the Bank meet all capital adequacy requirements to
which they are subject.

As of December 31, 2002, the most recent financial report filed with the FDIC categorized the
Bank as well capitalized under the regulatory framework for prompt corrective action. To be
categorized as well capitalized, the Bank must maintain minimum Total risk-based, Tier I risk-
based, and Tier I leverage ratios as set forth in the following table. There are no conditions or
events since that most recent filing that management believes have changed the institution’s
category.
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The capital amounts and ratios for the Company and the Bank are presented in the table
below.

For Capital

To Be Well Capitalized
Under Prompt Corrective

Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2002

Total capital (to risk-

weighted assets):

Consolidated $28,760,158 10.93% .;= $21,042,198 = 8.00% NA NA

Bank 29,831,601 11.34 21,041,022 =18.00 =$26,301,278 = 10.00%
Tier 1 capital (to risk-

weighted assets):

Consolidated 26,350,712 10.02 = 10,521,099 =4.00 NA NA

Bank 27,422,155 1043 = 10,520,511 =400 = 15,780,767 = 6.00
Tier 1 capital (to

average assets):

Consolidated 26,350,712 6.49 = 16,234,677 =4.00 NA NA

Bank 27,422,155 6.76 = 16,234,016 =400 = 20,292,521 = 5.00

As of December 31, 2001

Total capital (to risk-

weighted assets):

Consolidated $25,330,465 10.84% = $18,698,577 = 8.00% NA NA

Bank 26,559,355 11.36 = 18,698,577 =8.00 =$23,373,222 = 10.00%
Tier 1 capital (to risk-

weighted assets):

Consolidated 23,104,650 989 = 9,349,289 =4.00 NA NA

Bank 24,333,540 10.41 = 9,349,289 =4.00 = 14,023,933 = 6.00
Tier 1 capital (to

average assets):

Consolidated 23,104,650 6.32 = 14,618,404 =4.00 NA NA

Bank 24,333,540 6.66 = 14,616,477 =4.00 = 18,270,596 = 5.00

Without prior approval, the Bank is restricted by Illinois Law and Regulations of the Illinois
Office of Banks and Real Estate Commissioner of Bank and Trust Companies and the Federal
Deposit Insurance Corporation as to the maximum amount of dividends it can pay to the
Company, to the balance of the undivided profits account, adjusted for defined bad debts. As of
December 31, 2002, approximately $13 million of retained earnings were available for

distribution.

19. Contingent Liabilities

The Company is involved in various litigations arising in the ordinary course of business. In
the opinion of management, at the present time, disposition of the suits and claims will not have a
material effect on the financial position of the Company.
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20. Parent Company Financial Information

West Pointe Bancorp, Inc. (parent company only):

Condensed Balance Sheets

The following are condensed balance sheets as of December 31, 2002 and 2001 and condensed
statements of income and cash flows for the years ended December 31, 2002, 2001 and 2000 for

2002 2001
Assets
Cash and due from banks $ 468,229 $ 259,665
Investment in subsidiary 29,611,146 24,616,613
Other assets 14,700 16,000
Total Assets $30,094,075 $24,892,278
Liabilities And Stockholders’ Equity
Other borrowings $ 1,537,100 $ 1,487,500
Other liabilities 17,272 17,056
Stockholders’ equity 28,539,703 23,387,722
Total Liabilities And Stockholders’ Equity $30,094,075 $24,892,278
Condensed Statements of Income
2002 2001 2000
Distributed income from subsidiary $ 800,000 $ 655,455 $ 693,028
Interest expense (68,510) (104,062) (156,111)
Other expense (119,672) (148,492) (183,380)
Income before income tax benefit and equity in
undistributed income of subsidiary 611,818 402,901 353,537
Income tax benefit 73,000 98,000 131,800
Income before equity in undistributed income of
subsidiary 684,818 500,901 485,337
Equity in undistributed income of subsidiary 3,088,615 2,208,395 1,045,110
Net income $3,773,433 $2,709,296 $1,530,447
Condensed Statements of Cash Flows
2002 2001 2000
Cash Flows From Operating Activities
Net income $ 3,773,433 $ 2,709,296 $ 1,530,447
Equity in undistributed income of subsidiary (3,088,615) (2,208,395} (1,045,110)
Other, net 1,517 28,808 9,671
Net Cash Provided By Operating Activities 686,335 529,709 495,008
Cash Flows From Financing Activities
Proceeds from issuance of common stock 212,415 49,491 3,427
Purchase of treasury stock (311,075) —_ —
Dividends paid (428,711) (352,922) (333,159)
Increase (decrease) in other borrowings 49,600 (200,000) {150,000)
Net Cash Used In Financing Activities (477,771) (503,431) (479,732)
Net Increase In Cash And Cash Equivalents 208,564 26,278 15,276
Cash And Cash Equivalents — Beginning Of Year 259,665 233,387 218,111
Cash And Cash Equivalents — End Of Year $ 468,229 $ 259665 $ 233,387
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